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TO BANK MANAGERS 
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ENEMY AIR ATTACK 


In response to many enquiries as to the behaviour of John Tann 
Safes and Strongrooms in the devastating fires caused by Air 
Raids, we quote below a few extracts from the large number of 
appreciative letters which we have received on this subject. 
. . . two John Tann Safes which went through the great London 
“blitz” of Dec. 29/30th, 1940. The larger safe was discovered 
on the ground level(from the 3rd floor) within 2/3 weeks of the 
catastrophe and all our books were in perfect condition internally. 
The other, containing important documents and money, was 
found 10 months later and although externally in very bad 
condition — fully exposing the terrible ordeal it had gone through 


the contents were intact.” 


* We should like to place on record our appreciation of the service 
rendered by this safe, and, for your information, it has been in 
our possession for over 35 years and has been involved in two 
serious fires as the result of enemy action during the past five 
months and, on both occasions, the entire contents have been 


saved in useable condition.” 


‘The premises were recently destroyed by enemy action and in 
spite of the intense heat from the burning building and the fact 
that 300 gallons of Petrol burnt underneath the Strongroom, our 
clients were able to remove the whole of their papers intact.” 


‘The whole building at our City address was demolished by 
enemy action on 29th December last and all that could be seen in 
the little debris left, after burning for three days, was my safe 

astonishment on opening the safe to find everything 
completely legible and mostly in perfect condition.” 


**. . . when Carpenter's Hall was destroyed by a land mine. 
This exploded the gas main and the safes were subjected to 
intense heat. The contents of two other safes, not of your 
manufacture, were reduced to ash, while the Company's Cash 
Books, Ledgers and other valuables contained in the John Tann 
Safe were recovered intact.” 


JOHN TANN 


LIMITED 
SAFE AND STRONGROOM ENGINEERS 


117 NEWGATE STREET, LONDON, E.C.1 
Established in 1795 
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(Whose election as Chairman of the Bank of British West Africa has 


been announced). 








2 THE BANKER 


A Banker's Diary 


MAny fundamental questions have to be decided before the economic 
principles enunciated in the Atlantic Charter can take on a practical 
and concrete meaning, as was pointed out in a series of 

Atlantic articles in our issue of December last. It is excellent 

Ph. marl news that the British and American governments have 
Coming  ecided to hold conversations with this object “ at an 
early convenient date.’’ This announcement was con- 
tained in a preliminz iry agreement signed by Lord Halifax and Mr. 
Sumner Wells, setting out for the first time the principles which are to 
govern repayment for Lease-Lend supplies. In brief, it may be said, 
first, that defence articles which have not been destroyed, lost or 
consumed are to be returned to the United States if the President 
considers they would be useful for defence or otherwise. Secondly, 
the final settlement is to take full cognisance of any offsetting benefits 
provided by this country since Lease-Lend began. Thirdly, the final 
settlement itself shall be such as not to burden commerce between 
the two countries but on the contrary promote the general welfare. 
It is at this point that the question of Lease-Lend repayment broadens 
out into a discussion of the whole post-war structure of international 
trade and the interpretation of the Atlantic Charter principles of 
‘equal access ”’ to trade and raw materials and “fullest collaboration” 
between nations in the economic field. In concrete terms, of course, 
any such discussion is likely to centre round the vexed questions of 
U.S. tariffs on the one hand and Imperial preference on the other 
hand. At the same time, it would miss the whole point of the 
Atlantic Charter to conceive of the conversations as a mere jockeying 
for favourable position in a post-war trade scramble. The essence of 
the Charter is an attempt to replace the old “‘ pound of flesh ”’ debtor- 
creditor relationships by a new economic philosophy that recognizes 
the interdependence of all countries in a world economy. — This 
implies that trade policy, monetary policy, and currency policy must 
all be taken together as inter-related factors determining exchange 
parities, and that many matters formerly regarded as of purely 
domestic concern must be acknowledged to affect other countries. 

The sections of the White Paper dealing with questions of the 

post-war settlement are as follows : 

Article 5.-The Government of the United Kingdom will return 
to the United States of America at the end of the present 
emergency, as determined by the President, such defence 
articles transferred under this Agreement as shall not have 
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been destroyed, lost or consumed, and as shall be determined 
by the President to be useful in the defence of the United 
States of America or of the Western Hemisphere or to be 
otherwise of use to the United States of America. 

Article 6.—In the final determination of the benefits to be pro- 
vided to the United States of America by the Government of 
the United Kingdom, full cognisance shall be taken of all 
property, services, information, facilities or other benefits or 
considerations provided by the Government of the United 
Kingdom subsequent to March 11, 1941, and accepted or 
acknowledged by the President on behalf of the United States 
of America. 

Article 7.—-In the final determination of the benefits to be pro- 
vided to the United States of America by the Government of 
the United Kingdom in return for aid furnished under the Act 
of Congress of March 11, 1941, the terms and conditions 
thereof shall be such as not to burden commerce between the 
two countries, but to promote mutually advantageous economic 
relations between them and the betterment of world-wide 
economic relations. 

To that end, they shall include provision for agreed action by the 
United States of America and the United Kingdom, open to 
participation by all other countries of like mind, directed to the 
expansion, by appropriate international and domestic measures, 
of production, employment, and the exchange and consumption 
of goods, which are the material foundations of the liberty and 
welfare of all peoples; to the elimination of all forms of 
discriminatory treatment in international commerce, and to 
the reduction of tariffs and other trade barriers; and, in 
general, to the attainment of all the economic objectives set 
forth in the Joint Declaration made on August 12, 1941, by the 
President of the United States of America and the Prime 
Minister of the United Kingdom. 

Even this preliminary statement, it will be seen, goes some 
distance towards clarifying the very general statements of principle of 
the Atlantic Charter by specifying that the object is to reduce tariffs 
and other trade barriers and to eliminate all forms of discriminatory 
treatment in international commerce—which seems quite definitely 
to imply the abolition of all preferences, Imperial or other. It is to 
be hoped that the actual conversations will take place at the earliest 
possible moment. Undue preoccupation with post-war problems on 
the part of private interests, to be sure, only too often seems to stand 
in the way of a whole-hearted participation in the war itself. By 
reaching early agreement on the general lines of a post-war settlement 
as part of our war aims, on the other hand, the British and American 
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governments can do nothing but good.. Such an agreement would 
go far towards allaying the needless fears of post-war collapse which 
are so widely entertained in this country ; and it would make encour- 
aging hearing for the oppressed peoples of Europe. The world is still 
waiting for the democratic answer to Hitler’s so-called ‘‘ New 
Order.” 


SINCE war began, a practice has grown up of demanding indemnities 
from customers for purposes which suggest some misapprehension as 
_ to the proper use of such guarantees. Two classes of 
Boner ll indemnities may be distinguished, on the one hand 
in War-time '#ere are indemnities given to their bankers by custo- 
mers who require banks, acting as their agents, to 
perform a series of actions under circumstances which lay them open 
to risks. Common examples arise in connection with the payment of 
‘domiciled’ bills or orders which impose the condition that a 
receipt must be signed, neither of which convey the statutory 
protection attached to cheques. The second class of indemnity is the 
form which is offered to bankers by third parties, in order to hold the 
banker harmless as a consideration for departure from the precise 
terms of his customer’s mandate. Such so-called “ guarantees ”’ are 
normally in respect of a single operation. Generally speaking, they 
are given by other bankers on instructions from their customers, and 
may be taken to include all indemnities given by bankers, whether 
to other banks or not, in order to facilitate business. 

Whereas the first type is largely a matter of routine and standard 
forms, the second is of individual nature and varied form, and it is 
this type of indemnity which has been increasingly called for under 
war-time conditions. Owing to unexpected and irregular delays in the 
arrival of air and surface mails from overseas, the diversion of ship- 
ping, and other strategical hazards unforeseen by traders, per- 
formance of contract is often rendered impossible by absence of 
documents, or by changes in shipping, mailing, importing or exporting 
technique. The beneficiary of a credit, for example, may only 
be able to dispatch goods if permitted to depart from the exact terms 
of the letter of credit regarding the form of bills-of-lading or other 
documents. This difficulty is overcome by the indemnity of negotia- 
ting banker to paying banker. 

An illusion is not uncommon in regard to the course the paying 
banker should follow in these circumstances. The proper course for 
the paying banker is not to secure in turn an indemnity from his 
own customer ; he is already indemnified, and the party giving the 
indemnity is possibly of superior credit status. His correct course is 
to obtain an amended mandate (letter of credit, or whatever contract 
may underly the transaction) from his own customer, thus varying 
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the authority ab initio to incorporate the deviation into the origin 
terms of instruction. The negotiating banker’s indemnity will then 
have served its purpose of bridging the gap, and can be cancelled 
and returned. 


In June, 1939, THE BANKER published Mr. Morgenthan’s reply to an 
exhaustive questionnaire by Senator Wagner on the subject of 
American gold policy. The statement as a whole 
Stillborn constituted a complete defence and reaffirmation of the 
Gold Administration’s policy of accepti ld without 
psec policy of accepting gold withou 
restriction at the fixed parity of $35 an ounce. Mr. 
Morgenthan declared emphatically that any change in buying policy 
would be not merely futile but disastrous. Only a solution of the 
world’s political problems could effect any real redistribution of the 
world’s gold, now largely buried in Kentucky ; any restriction upon 
the import of gold into America would have disruptive effects. At 
the time, this unequivocal declaration of policy seemed calculated 
to put an end once for all to any recurrence of the 1937 gold scare, yet 
its reassuring implications were never accepted at all fully by the 
mining share market. An undercurrent of uneasiness persisted as 
gold continued to pour into America, and was reflected in low quota- 
tions for gold shares which implied a disbelief in the continuance of 
the prevailing sterling price of gold, much less discounted any 
possibility of a permanent rise as the result of war-time inflation. 
Thus the market was fundamentally only too ready to respond to the 
recent suggestions, promptly denied both in the United States and 
in South Africa, that an American mission was proposing to arrange 
for a reduction of South African gold production in order that the 
Union could employ machinery and labour in turning out base metals 
needed for the war. It is true that the entry of the United States into 
war has introduced new considerations that could not have been 
foreseen by Mr. Morgenthan in 1939. After a few months delay, the 
authorities realized that the passage of the Lease-Lend Act removed 
the former necessity for exporting to the United States as a means of 
securing essential supplies and made it possible to divert export 
capacity to direct war production. Precisely the same principle 
applies, clearly, to gold as to any other export, but although this had 
long been acknowledged in economic circles in this country, the 
question was not raised publicly because it was so evident that the 
issue was bound up with all sorts of special considerations. Of these, 
the decisive factor is obviously the state of South African domestic 
politics. It is true that General Smuts has improved his position 
since war began. Nevertheless, the Opposition is formidable and 
could not fail to profit from a change which have so revolutionary an 
effect on the Union’s economy as a cessation or even a major cur- 
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tailment of gold output. This alone would be sufficient to make the 
question an academic one, but in addition it seems disputable to 
what extent labour and machinery could in fact be readily diverted 
to other uses. One adjustment, nevertheless, should be possible. 
It is well known that the mines have responded to the secular rise in 
the price of gold to lower the grade of ore mined rather than to 
increase current profits. In order that the real resources employed in 
gold production should be kept to the minimum possible without 
dislocation, it would seem desirable that this policy should be reversed 
and the grade of ore raised to permit reasonable profits from smaller 
tonnages. If necessary, the South African government might well 
offer some adjustment in taxation as an incentive to make this 
change. 








A BIL. has been introduced providing for the establishment of a 
Central Bank in Eire, as recommended by the 1938 Banking Com- 
mission. In practice, Eire has managed very satis- 
—— factorily with the existing arrangement under which 
Eire banks are able to obtain legal tender notes from the 
Currency Commission in exchange for sterling. The 
volume of internal credit, in other words, is directly related to the 
volume of sterling assets, so that the exchange parity with sterling is 
automatically preserved without the necessity—or scope—for any 
conscious credit management. The Banking Commission, however, 
accepted the argument that the absence of any lender of last resort 
in Eire constitutes a certain danger, since circumstances are con- 
ceivable in which heavy withdrawals from the banks in Eire might 
occur at a time when their sterling securities could not readily be 
liquidated in the London market. This hypothetical danger will 
be averted by the replacement of the Currency Commission by a full- 
blown Central Bank which will be empowered to rediscount and 
undertake open-market operations, and thus create credit against 
domestic as well as external assets. 

On orthodox grounds, the complete domination of the new bank 
by the Government seems open to some criticism. The entire capital 
of the new bank, fixed at £40,000, is to be subscribed by the 
Government, while the Governor is to be appointed by the President 
on the advice of the Government and the remaining directors (not 
more than eight, of whom two at the most may be Civil Servants) 
are to be appointed by the Minister for Finance, three of them from 
a panel prepared by the associated banks. The new bank, rather 
surprisingly, will not apparently take over the Government account 
from the Bank of Ireland, but the consolidated bank note issue is 
to be replaced over a period by notes which will eventually become 
the sole paper currency. In practice, the most controversial provision 
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is that embodying the desire of the Government that the banks 
“should increase their investments within the state, having regard 
to their relatively large holdings of external as compared with 
internal assets.”” In the final quarter of 1941, the eight commercial 
banks held assets of only £77 millions in Eire, against liabilities of 
{161 millions, whereas in the United Kingdom their assets totalled 
{158 millions against liabilities of only £75 millions. It is provided 
that, after a date to be specified, whenever a bank’s assets within 
Eire fall below a certain proportion of its liabilities in that country, 
the Central Bank, with the consent of the Minister for Finance, may 
require it to make an interest-free deposit of ‘unspecified amount 
with the Central Bank. It is clear that this provision, which has 
been deliberately left vague in the Bill, might, if desired, become a 
powerful instrument of political control over the banks. 


SEcoND thoughts in Australia have produced a very substantial 
relaxation of the complete ban on share dealings which was originally 
prpoosed. As was pointed out last month, deliberately 
to provoke a liquidity crisis by preventing the liquida- 
tion of past savings would hardly be the most promising 
means of bringing down interest rates and encouraging subscriptions 
to new Government issues. In place of the original rigid embargo, 
however, it has now been decided that prices will be free to fluctuate 
within a range of 10 per cent. above and below a basic level, which 
itself may be varied in accordance with changing conditions. Thus 
it may be supposed that basic prices would be allowed to rise, for 
example, if declining interest rates called for a corresponding reduc- 
tion of yields on industrials, whereas an exaggerated fall due, for 
example, to bad political news or a boomlet due to a burst of 
speculation would be brought short by the maximum and minimum 
limits. Subject to the difficulty of fixing basic prices, this is, of course, 
a much more workable arrangement. Meanwhile, it is gratifying 
to note that subscriptions to the recent Liberty Loan reached 
£46 millions, or £11 millions more than the target figure. 


Mr. Curtin 
Compromises 


In India, the fears aroused by the Japanese advance towards the 
Indian Ocean have been reflected in traditional fashion in a hoarding 
demand for bullion. Both the domestic gold and 
Indian _ silver markets have been left free (though imports and 
Silver o, 2 “7 
Boomlet ©XP0rts are, of course, controlled), but it is the silver 
market which has attracted most attention. For some 
time the price of silver had been stabilized by the policy of the 
Reserve Bank in selling silver as required at Rupees 62, annas 4 per 
standard ounce. Though the Reserve Bank still possesses very 
substantial stocks, sales were suspended at the end of February, 
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and within a fortnight the market price had shot up to a peak of 
Rupees 90, annas 8. This is equivalent to a flat parity with London 
of no less than 4od. per ounce, or about 37d. allowing for the Indian 
import duty. This represents a premium of more than a shilling 
over the London price of 233d., but the London and Bombay markets 
are, of course, now completely insulated from each other with no 
possibility of arbitrage. At its peak the Bombay price was rapidly 
approaching the level of Rupees 10g at which it becomes profitable 
to melt down the old rupees of 11/12 fine silver. These are, of course, 
being replaced by rupees only 50 per cent. fine, but the substitution 
process has by no means been completed. In bidding up the price 
to these extravagant levels, Bombay speculators were clearly running 
very considerable risks, since it is always open to the Reserve Bank 
to resume sales at any price it considers appropriate, and it is note- 
worthy that a sharp reaction took place from the peak level. 





EvEN before London’s Warship Week, the heavy influx of funds 
into the Exchequer continued to be the main influence on credit 
_ conditions. Although subscriptions to the new tax 
Warship reserve certificates declined from {83 millions to £51 
agro and wnillions, this was more than offset by a marked 
redit ‘ ‘ . : 
recovery in savings as a result of the series of Warship 
Weeks being held throughout the country. Thus small savings in 
the four weeks to February 24 averaged {14.4 millions, against 
10.5 millions in the preceding four weeks, while large savings showed 
a comparable improvement from {25.8 millions to £36.1 millions. 
[In the succeeding fortnight, small savings further improved to an 
average of {18.7 millions and large savings to {59.2 millions. 
Meanwhile, revenue receipts remain extremely buoyant, and by 
March 14 receipts already totalled £1,955.4 millions, or a surplus 
of {169.0 millions over the estimate for the full year. At that date, 
with two-and-a-half weeks of the financial year still to run, expendi- 
ture was still more than {£200 millions short of the revised estimate 
of £4,706.9 millions, but the indications are that the revenue surplus 
will be just about balanced by an excess of expenditure over estimate. 


IN these days, of course, the revenue and expenditure figures cover 
so small a part of the field as to provide little guidance to the 
monetary implications of war finance. Even the size 

Need for of the “inflationary gap” is of less importance now 
“ane that the distribution of most important commodities 
has been brought within the scope of rationing schemes 

of one kind or another. If an increase in the gap, in other words, 
does not automatically generate an equivalent increase in savings, 
the additional spending tends to be confined to the semi-luxury 
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field in which inflationary tendencies can cause comparatively little 
social hardship and do not enter into the cost of living in a way 
that could spur on a wages-price spiral. In view of the unfortunate 
effects of our present tax system in blunting the incentive to addi- 
tional effort, it is therefore to be hoped that no attempt will be 
made in the Budget to impose additional taxation in the hope of 
closing an inflationary gap which now constitutes no real threat 
to our financial soundness. On the contrary, the primary need is 
to mitigate the deterrent effect of taxation in every way possible, 
by improving the method of tax deduction from wage incomes, by 
modifying the system of joint assessment for married couples, and 
by dispensing with sources of revenue that are obtained only at the 
cost of impeding actual war production or which are derived from 
the wasteful use of scarce resources, such as the beer and tobacco 
duties. 


In the February clearing bank returns, the current surplus of receipts 
into the Exchequer is reflected in a record drop of £137 millions in 
deposits to £3,085 millions. This makes a total decline 
Contraction of {245 millions from the December peak, and the 
a indications are that the March returns will show a 
further contraction of at least {100 millions. Thus the 
first quarter of 1942 will see a contraction in bank credit considerably 
in excess of the normal seasonal movement. While this reversal of 
the previous expansion is to be welcomed, it must be noted that it 
reflects for the most part a conversion of past savings, in the form 
of idle balances, into tax certificates and other securities, rather than 
an expansion in current saving and a reduction in the effective 
volume of deposits. 


February, Change on: 

1942 Month Year 

£{m. £m. £{m. 
Deposits .. a .. 3,084.6 — 137.2 + 375.8 
Cash .. 54 - ~ 317.8 — 12.4 + 34.2 
Call money .. - va 122.0 + 4.4 — 5.9 
Discounts... - “i III.5 — 45.5 — 98.4 
T.D.R. kn - - 645.5 — 93.0 + 316.0 
Investments. . oe ns 1,016.6 + 8.9 + 202.2 
Advances... 7" 6a 825.6 + 13.8 — 74.0 


It will be seen that the transfer of funds to the Government was 
effected mainly by a reduction of £93 millions in T.D.R. holdings 
through heavy prior encashments, and by allowing a further £45.5 
millions of bills to run off without replacement. At {111.5 millions, 
the discounts item is at far the lowest level on record and now 
represents the smallest of all banking assets. 
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In spite of the steady drain on bank cash, and the severe reduction 
of liquid assets, it will be noted that the banks added a further 
£9 millions to their combined investment holdings 
Advances during the month, obviously in connection with 
porary assistance to local Warship Weeks. Since advances 
show a further recovery, for the second month in 
succession, of £14 millions, the earning assets ratio recovered sharply 
from 56.5 to 59.5 per cent. A reversal of the downward trend in 
advances in progress since the beginning of the war was probably 
to be expected at this stage, as on the one hand the flow of repay- 
ments of pre-war advances must be slowing down as the outstanding 
total declines, while on the other hand fresh advances to customers 
engaged on war production must be expanding in sympathy with 
the war effort. At the same time, it is interesting to note that the 
upturn coincided with the introduction of the new tax reserve 
certificates. Though it is improbable that this factor alone would 
influence the figures, it is suggested that companies subject to E.P.T. 
have an incentive to subscribe for tax certificates and take advantage 
of their normal overdraft facilities, rather than employ their own 
liquid assets in the business, since interest on the bank loan would 
be an allowable expense. The authorities have expressed a very 
strong desire that bank accommodation should not be abused in 
this way. While there is no question of direct bank lending to 
take up tax certificates, it must be very difficult in practice to 
detect indirect borrowing of this kind, for this necessitates an 
estimate of the policy the customer would have followed if tax 
certificates had not been introduced. 


By March 11, the note circulation had already reached a fresh high 
record at £753,574,000, an increase of {1,848,000 on the previous 
peak figure last December. At the same time, it is 
worth noting that this represents a recovery of only 
£4,930,000 from the February low figure three weeks 
earlier, whereas in the corresponding period last year there was an 
expansion of £6,943,000, though this still left the active circulation 
£8,484,000 below the previous Christmas peak level. This incon- 
clusive comparison emphasizes the extent to which the regular 
seasonal pattern of changes in the note circulation, formerly the 
most regular of all economic indices, has become distorted under 
war conditions. For this reason, the Bank of England has modified 
its index of the estimated circulation, which is no longer seasonally 
adjusted. The currency of Eire has also been excluded. The effect 
of eliminating the seasonal adjustment is to raise the December, 1941, 
figure, for example, from 189.0 to 193.7 (1935100 in each case), 
and the average for the past year from 168.5 to 169.2. 


Record Note 
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Modern Credit Technique 


CCORDING to the textbooks, the machinery of the London 
A poner market can be described in a few simple sentences. 

If the banks find themselves short of cash, they call in short 
loans from the market, thus constraining the bill-brokers to borrow 
from the Bank and so bring about a temporary expansion in the 
credit base. No doubt this fundamental mechanism underlies the 
modern system, just as Stephenson’s “ Rocket’ has some points 
in common with the “ Flying Scotsman,” but it is a comparatively 
crude device which in recent years has come to play an increasingly 
small parc ijn the day-to-day life of the marke*. For reasons which 
it is not altogether easy to analyse, the past ten years of ultra-cheap 
money have witnessed also the development of refinements in credit 
technique calculated to avert the conditions in which the market 
might be forced into the Bank. In pre-war days this performance 
was usually to be witnessed in the final days of the year and occa- 
sionally also at the end of June; but for Bank rate to become 
effective at any other than these ritual seasons would be evidence 
either of truly catastrophic conditions in the outside world or, more 
probably, of an oversight on the part of the authorities. It is no 
longer usual to wait until a shortage of floating credit produces so 
sharp a rise in interest rates as to result, after some dislocation, in 
a temporary increase in credit supplies through the intermediary of 
the bill market. The tendency is rather for the supply of credit to 
be so carefully adjusted, by the combined activities of the market 
and the authorities, to the demand as to damp down changes in 
short-term rates altogether. The normal extreme of stringency is 
a state in which money is described as “‘ rather wanted ’’ and the 
market has to make some slight exertions to balance its books, 
with an occasional hardening in the rate obtainable by “ outside ”’ 
lenders against bond collateral. 

Since war began, the opening of systematic contact between the 
joint-stock banks and the central institution, for the first time since 
the celebrated tiff of 1825, and the invention of the Treasury deposit 
receipt, have introduced further refinements into a technique of 
credit control that was already highly subtle and elaborate by 
comparison with the orthodox but somewhat obsolete textbook 
model. To a large extent, the greater elasticity of recent years was 
bound up with the increasing dominance of the Treasury bill. Every- 
body knows that the first reaction of a bank anticipating exceptional 
cash requirements is no longer, if it ever was, to call in loans from 
the market. Large commitments are seldom entirely unforeseen, 
and the first adjustment is to curtail or suspend purchases of bills 











12 THE BANKER 


in the market ; that is, maturing bills are not immediately replaced 
as they run off. In the first instance, this tends to reinforce bank 
cash by securing the release of funds from public accounts. If the 
result were to force the discount market to find outside finance for 
its current Treasury bill allotment, the traditional machinery of 
market borrowing from the central bank would soon be in full 
operation. Normally, however, the banks remain prepared to make 
overnight loans even when they are not active buyers of bills. Hence 
the effect of the curtailment of bill purchases is to strengthen call 
money rather than actual cash. Thus in the seven years to 1938 
the weekly averages showed a rise of {12 millions in call money, on 
the average, between November and December. This would still 
not avert the need for borrowing at the bank if the loans were to 
be called when the actual cash was needed. In the meantime, 
however, the market will have responded by tendering for Treasury 
bills at a rather less favourable rate, thus reducing the allotment 
which it has to finance and leaving a larger proportion of the bills 
on offer available to outside competitors. Even though these will 
ultimately rely for their liquidity on the clearing banks, there has 
usually been sufficient slack in the system for this spreading of the 
impact of less comfortable conditions to ward off real stringency, 
though often, admittedly, only with the help of official intervention. 

Another method by which the market is able to take the initiative 
in easing credit is by the well-known system of applying at the final 
Treasury tender of the year, provided the end of the year does not 
fall on a Saturday or Sunday, for bills to be issued only after the 
turn of the year, i.e. on the later days of the following week. Whether 
the end-December maturities are held by the discount market or 
the banks, the result is that the market—in the wider sense—is able 
to force the Treasury to borrow on Ways and Means or draw on its 
current account balance in order to pay off the maturing bills, and 
thus to effect at least a large part, if not the whole, of the temporary 
expansion in the credit base that would otherwise take place through 
market borrowing at the Bank. To a less important extent, of course, 
this technique of carefully timing Treasury bill applications in 
relation to maturities can be employed to shift the incidence of 
temporary tightness on particular days in any week. 

Without assistance from the authorities, clearly, these expedients 
would not of themselves go very far to keep the market off the 
Bank’s doorstep. It is in the technique of open-market operations, 
however, that such considerable progress has been made in recent 
years. It should be said that a great part of the work of preserving 
comfortable credit conditions is performed, without any actual 
intervention in the market, by the careful adjustment of floating 
debt borrowing to the Treasury’s prospective requirements. When 
tender Treasury bills formed the effective portion of the floating 
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debt, however, it was necessary when fixing the total allotment 
each Friday to foresee conditions up to the end of the following week. 
If the total Exchequer receipts should prove to have been under- 
estimated, the effect of the excessive floating debt borrowing would 
be to drain off funds from bankers’ deposits into public deposits, 
and in consequence of this depletion of bank cash the market might 
have difficulty in taking up its current bill quota and financing its 
existing portfolio. 

For this situation, special buying of bills through the official 
broker the is staple remedy. If the purchases are effected for 
account of the Bank (in other words, if the special buying is an 
open-market operation in the traditional sense) the effect is to 
replace the immobilized credit by a temporary addition to the credit 
base. Unfortunately, the scope of open-market operations of this kind 
would be restricted for purely technical reasons, even if the authorities 
were less prone to employ them only to neutralize movements in 
the note circulation, ignoring displacements of funds between 
bankers’ balances and public accounts. Since the proceeds of such 
operations represents an addition to the credit base, the central 
institution is naturally concerned to see that the additional credit 
shall be outstanding only for the shortest possible period, and for 
this reason purchases are normally confined to extremely short dates. 
[f these short maturities have already found their way into the 
portfolio of the clearing banks (as is only too likely if a period of 
tightness was anticipated), then the amount of assistance that can 
be given to the market by this method may be quite inadequate 
to prevent some disturbance.* 

In the years before the war, a variation on this conventional 
technique had come into use which introduces somewhat greater 
elasticity when the reason for the threatened stringency is an 
immobilization of funds on public deposits. On occasion, when the 
official broker has been very active, it has been apparent from the 
absence of any expansion in the credit base that the purchases 
could not have been effected for account of the Bank of England 
itself. The assumption is that they were made for account of one 
or more public departments, as a short-term investment for the 
funds piling up on its current account at the Bank and responsible 
for the drain on bank cash. It is reasonable to guess that the 
department most frequently in question was the Exchange Equalisa- 
tion Account, which in times of heavy gold losses would be the 
recipient of large sums within a short period as the counterpart 


* If special assistance will obviously be needed during the following step, 
a logical measure (which is in fact employed) is for the Bank itself to take up 
a proportion of the tender bills offered. This is likely to be more helpful tham 
an equivalent amount of special buying, since it relieves the market of the need 
to fmance full-dated bills not yet eligible for purchase by the banks. 
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of sales of gold and exchange. It will be noted that the effect of 
such operations is to secure the speedy return of funds from public 
deposits to bankers deposits, thus avoiding the necessity for a 
temporary expansion in the credit base as an offset to the immobiliza- 
tion. There is thus no compelling reason why the bill purchases 
should be confined to very short dates, particularly if the department 
concerned does not expect to require cash in the immediate future. 

Since war began, another variation in open-market technique 
has been adopted which has much more far-reaching implications. 
In December, 1939, the market seemed to be facing a difficult year- 
end, for the dual reason that the incidence of the calendar made it 
impossible to postpone the replacement of end-December maturities 
until the New Year and that most of the short-dated maturities 
eligible for ordinary special buying were held by the banks. For 
the first time, the authorities adopted the procedure of buying these 
short-dated bills direct from the banks, who employed the proceeds 
to replenish their portfolios by relieving the market of its longer- 
dated bills. Though it represented a noteworthy departure from 
precedent, this two-sided operation does not infringe the conven- 
tional ban on commercial bank rediscounting so sharply as it may 
seem to do at first sight, since the rediscount takes place on the 
initiative of the central bank, while the proceeds do not go to 
strengthen the banks’ cash reserve but are immediately reinvested 
in a similar, and in fact slightly less liquid, asset.* 

At the same time, this operation certainly cut directly across the 
firmly established taboo on direct relations between the commercial 
banks and the Bank. Once established, direct contact has been 
developed into a regular and valuable feature of our wartime credit 
system. From the point of view of credit control, wartime conditions 
mean, first, an enormous increase in the turnover of credit between 
bankers balances and public deposits, with a corresponding danger 
of severe immobilization and, secondly, deficit financing and extensive 
borrowing from the banking system. Whether the expansion of 
bank credit is associated with easy or stringent credit conditions 
clearly depends upon the form of borrowing adopted. If the 
Government’s normal method of borrowing from the banks were to 
require them to take up long-term Government securities, the money 
market would tend to have a rough passage. The increase in invest- 
ments would, other things equal, reduce the liquidity of the banks’ 
asset structure, while deposits would tend continually to outrun the 
supply of central bank credit, and so depress the cash ratio. 

In practice, the borrowing technique actually employed has been 
such as to produce precisely the opposite result. As has been pointed 














* Another wartime innovation is that the market is now always free to take 
the initiative in offering bills to the special buyer. 
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out, with tender Treasury bills as the chief instrument of deficit 
finance, it is necessary to gauge the Exchequer’s requirements for 
more than a week ahead. Rather than run the risk of violent 
fluctuations in credit due to the accumulation of funds on public 
deposits, the authorities preferred to pitch the weekly Treasury bill 
offer at a moderate level, any deficiency in receipts being provided 
by Ways and Means advances from the Bank of England. The 
effect of this system is periodically to inflate bank cash until such 
time as the banks can be provided with an alternative asset in the 
form of bills or other Government securities. Under present condi- 
tions, with bank credit restricted to essential purposes, there is 
naturally no question of a pyramiding of bank credit, but there are 
other reasons for restricting bank cash to the minimum consistent 
with the conventional Io per cent. ratio, including the need to provide 
the banks with some form of earning asset against their additional 
deposits as an offset to rising costs. In any case, some method was 
sought of draining off surplus bank cash with the shortest possible 
time-lag. In the first half of 1940 the solution adopted was to 
shortcircuit the discount market by supplying the banks direct, 
not with tender bills, but with the tap bills hitherto reserved for 
public departments. 

In July, 1940, this practice was superseded by the invention of 
the Treasury deposit system, undoubtedly the most important 
technical advance of all. For most purposes, Treasury deposits are 
precisely equivalent to a six-months’ tap Treasury bill, but from 
the point of view of the banks they are more liquid in two respects. 
In the first place, express provision is made for their rediscount at 
Bank rate “‘ in case of emergency.’’ Unlike Treasury bills, therefore, 
if there is a really pressing need to strengthen cash reserves, Treasury 
deposit receipts can be turned into cash at any time as an alternative 
to, or in addition to, the calling in of short loans from the discount 
market. At least one non-clearing bank has recently taken advantage 
of this facility. Since the holder is credited with interest up to the 
maturity date of the deposit, the net cost of the accommodation is 
at present { per cent. This would hardly be a penal rate if the 
additional cash were used to support an enlarged assets structure. 
It can therefore be taken for granted that rediscounts would not be 
viewed with favour save in the most exceptional circumstances. 

But the characteristic feature of the Treasury deposit receipt is 
that it can be tendered before maturity without penalty, other than 
the loss of interest for the remainder of the term, against subscriptions 
to longer-dated securities (including for this purpose the new tax 
reserve certificates) either for the holding bank’s own account or 
that of its customers. It is true that if the investments are taken up 
by the bank itself the result is to replace the Treasury deposit by 
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a less liquid asset, but it may be assumed that the bank would not 
be applying for securities unless it felt sufficiently liquid to do so. 
Where the subscriptions are for account of the public, on the other 
hand, the encashment of deposits is a valuable means of safeguarding 
the cash ratio, since the transfer would otherwise have to be effected 
in cash (either directly or by the liquidation of money market assets). 
If heavy subscriptions to Government loans in excess of current 
disbursements call for a temporary contraction in bank credit, the 
prior encashment of deposit receipts is undoubtedly preferred to 
a heavy loss of cash or the calling in of “ good’’ money from the 
market. 

Prior encashments have undoubtedly played a leading réle in 
preserving comfortable credit conditions in recent months and 
particularly since the turn of the year. During January and 
February the banks had to arrange for the transfer to the Exchequer 
not only of a peak revenue inflow, but also subscriptions of £134 
millions to the new tax reserve certificates, as well as more than 
average subscriptions to the tap issues and small savers’ securities. 
Yet immobilization of credit was completely avoided. In the first 
eight Bank returns of the year, public deposits never exceeded 
{15.0 millions and averaged only {10.2 millions, against {23.2 
millions in 1941 and as much as £36.9 millions (with a peak level of 
£56.7 millions) in 1942. 

The following is a record of T.D.R. borrowing to date: 

TREASURY DEPOSIT BORROWING 


1940 Raised Redeemed Outstanding* 
july 1-July 27... € - 30.0 = 30.0 
July 28-Aug. 31 bi me a — - 30.0 
Sept. 1-Sept.30 ... be as 94.0 — 124.0 
Oct. 1-Oct. 26 ‘Ss or ae 81.0 5:5 199.5 
Oct. 27-Nov. 30... bd ne 95.0 25.0 269.5 
Dec. 1-Dec. 31 re “a ~ 86.5 18.0 338.0 

1941 
Jan. 1I-Jan. 25 a na a 58.5 30.5 366.0 
Jan. 26-Feb. 22 wi a xa -- II.0 355.0 
Feb. 24—Mar. 31 = ‘a - 148.5 74.0 429.5 
April 1-April26_.... ~ ~~ 141.5 68.5 502.5 
April 27-May 31 - a ee 120.0 124.0 498.5 
June iI-June 30... - n? 118.5 98.0 519.0 
July 1-July 26... its - 45-5 49.0 515.5 
July 27-Aug. 30 7 7 ag 30.0 32.5 513.0 
Aug. 31-Sept.30 _... a + @530 126.0 600.0 
Oct. 1-Oct. 25 217.0 154.5 662.5 
Oct. 26-Nov. 29 160.0 99.5 723.0 
Nov. 30-—Dec. 31 215.0 126.5 811.5 

1942 
Jan. 1-Jan. 31 ay ss a 50.0 97.0 764.5 
Feb. 1-Feb. 27... 20.0 107.0 677.5 


* End of period. 


MODERN CREDIT TECHNIQUE 17 





From the published figures, it is quite impossible to distinguish 
maturities from prior encashments, except in the first six months, 
when it is evident that all encashments must have been made before 
maturity. Thereafter it is only possible to say that if encashments 
during any period of twenty-six weeks exceed the total outstanding 
at the beginning of the period, then the excess must represent 
receipts issued during the period, i.e. prior encashments. This, 
however, is only a minimum figure. Somewhat more information 
might be extracted if it were possible to carry this deduction forward 
month by month. For example, encashments in the six months 
to May, 1941, exceeded the amount outstanding at the beginning of 
the period by {56.5 millions, whereas the corresponding figure for 
the six months January— June, 1941, is {68.0 millions. Thus it 
follows that prior encashments in June were at least {11.5 millions 
higher than in December, i.e. not less than £29.5 millions. Unfor- 
tunately, the floating debt returns cover varying periods of four 
and five weeks, while the quarterly statements are only infrequently 
dated on a Saturday. 

Nevertheless, it seems reasonable to suppose that some fairly 
uniform principles govern the selection of Treasury deposits for prior 
encashments. Each bank will naturally retain receipts maturing 
when its cash commitments are likely to be heaviest. Let it be 
assumed that the effect of this for the system as a whole is to ensure 
that at least one-third of the deposits subscribed in any month are 
retained until maturity. Secondly, it may be assumed that no 
deposits maturing in June and December are encashed beforehand, 
since every bank has an abnormally large demand for cash at the 
half-year ends. Finally, it may be supposed that, subject to the 
reservations already made, the banks when tendering deposits 
before maturity select the shortest deposits outstanding at any 
time, in order to strengthen their cash position with the minimum 
sacrifice of interest. Naturally, these principles represent a great 
over-simplification of what actually happens and cannot be expected 
to give more than a very rough indication of the true positions. 
Nevertheless, it is at least of interest to see how repayments to date 
would be divided between maturities and prior encashments on the 
basis of these assumptions. This has been done in the following 
table, which it must again be emphasized is purely conjectural : 

REDEMPTION OF DEPOSIT RECEIPTS 


Repayments Maturities Prior encashments Next outstanding 
1940 {m Issuedin {m Issued in £m Issued in £m 
Oct. 5.5 _ — wed 5.5 re 24.5 

— ” oa uly 14.5 uly 10.0 
Nov. ine Sept. 10.5 Sept. 83.5 

' July 10.0 
Dec. 18.0 — — Sept. 18.0 Sept. 65.5 


[Continued overleaf | 
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REDEMPTION OF DEPOSIT RECEIPTS [continued from page 17] 


Repayments Maturities Prior encashments Next outstanding 
£m Issued in {m Issued in £m Issued in £m 
1941 
Jan. 30.5 July 10.0 Sept. 20.5 Sept. 45.0 
Feb. II.0 — — Sept. II.0 Sept. 34.0 
Mar. 74.0 Sept. 34.0 Oct. 40.0 Oct. 41.0 
Apl. 68.5 Oct. 41.0 Nov. 27.5 Nov. 67.5 
: “sae Jan. 39.0 Dec. 86.5 
May 124.0 Nov. 67.5 ins. 17.5 Jan. 19.5 
Mar. 131.0 
June 98.0 Dec. 86.5 Mar. II.5 _ “as 
July 49.0 Jan. 19.5 Mar. 29.5 Mar. g0.0 
Aug. 32.5 — — Mar. 32.5 Mar. 57:5 
Sept. 126.0 Mar. 57-5 Apl. 68.5 Apl. 73.0 
May 80.0 May 40.0 
Oct. 154-5 Apl. 73.0 July 1.5 June 118.5 
July 44.0 
July 29.0 July 15.0 
Nov. 99.5 May 40.0 Aug. 20.0 Aug. 10.0 
Sept. 10.5 Sept. 202.5 
Aug. 10.0 
Dec. 126.5 June 118.5 Sept. 8.0 Sept. 194.5 
1942 
Jan. 97.0 July 15.0 Sept. 82.0 Sept. 112.5 
Sept. 41.5 Sept. 71.0 
Feb. 107.0 Aug. 10.0 Oct. 55.5 Oct. 161.5 


It will be seen that, on the assumptions stated, some receipts 
would have been encashed before maturity in every month without 
exception since the first encashments in October, 1940. On the 
other hand, maturities total no more than £572 millions, or only 
£86 millions more than those provided for by the assumptions that 
all June and December maturities and one-third of the receipts in 
every other month are retained until maturity, or at any rate not 
encashed before the beginning of the month in which they mature. 
It will be noted that the method of dealing in unit periods of a full 
month would tend to under-estimate the actual amount of prior 
encashments, since receipts tendered for payment earlier in the 
month of maturity would not appear as prior encashments. 

Whatever the precise figures, it is evident that prior encashments 
have played a leading réle in averting real credit stringency during 
January and February, when the peak seasonal inflow of funds into 
the Exchequer on revenue account was aggravated by subscriptions 
of {134 millions to the new tax reserve certificates and, in February, 
by the abnormally large savings figures associated with the series 
of Warship Weeks. In the two months, repayments totalled £204 
millions, whereas issues in July and August last amounted to no 
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more than £75.5 millions, indicating prior encashments of at least 
{129.5 millions. Actually, it is certain that prior encashments 
represented a substantially larger proportion of the total, for the 
amount outstanding at the end of August was only {513.0 millions, 
whereas repayments in the following six months reached the sum 
of {710.5 millions, an excess of £197.5 millions. On the simplifying 
assumptions adopted in the table, which for this period probably 
give a fair approximation to the truth, the indications are that 
{142 millions of deposits issued in September and {£55 millions of the 
October issues had already been encashed by the end of February. 

Nor is it only by virtue of the prior encashment facility that the 
Treasury deposit introduces an important additional element of 
flexibility into our credit machinery. Now that the outstanding 
issue has attained substantial proportions—this is now the third 
largest banking asset—the same devices can be employed as those 
already described in relation to Treasury bills. Each bank can 
select for the transfer of current subscriptions the day most suited 
to its cash position, and if the end of the year falls in the middle 
of a week the same process can be adopted of allowing end-December 
maturities to run off and taking up new deposits only in the New 
Year. From the point of view of the authorities, moreover, the 
existence of a large Treasury deposit issue side by side with the 
tender Treasury bill issue makes it much easier to adjust the influx 
of funds into the Exchequer to current outgoings. Not only the 
Treasury bill offer but also the weekly demand on the banks can 
be adjusted, making it possible to cope with much larger displace- 
ments of funds. Finally, if the total demand for deposits should 
prove to have been fixed too high, the authorities can decide to 
reduce the issue. (Indeed, even the banks themselves apparently 
have some discretion in deciding whether to take up their predeter- 
mined quota, though no doubt subject in the last analysis to the 
agreement of the authorities.) In this respect, the Treasury deposit 
system is definitely more adaptable than the tender Treasury bill 
system, where an allotment once made has to be taken up and it 
becomes necessary in effect to withdraw the excess issue by open- 
market operations of one kind or another. Once again, it is the 
element of direct contact between the banks and the central institu- 
tion that makes possible the more delicate adjustments. 

What all this may mean for the discount market only time can 
show. The opening up of direct relations between the Bank and 
the commercial banks must in itself further undermine the functional 
position of the market, already weakened by the decline in the 
international bill and the displacement of short-term interest rates 
by forward exchange differentials (even assuming a return to the 
pre-war system) as the primary influence on international transfers 
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of short-term capital. In addition, the market’s importance, con- 
sidered as part of the machinery of credit, is further attenuated 
by the rapid shrinkage in the banks’ bill holdings, now the smallest 
of all banking assets. It is nevertheless significant that there is no 
comparable decline in call money holdings. Indeed, notwithstanding 
the establishment of direct contact, the market still has a definite 
function as, in effect, money-brokers in distributing the available 
supply of credit evenly between the different banks. The intro- 
duction of direct money dealings between banks would be a still 
more radical, and probably more repugnant, innovation than the 
regular consultation with the authorities involved in the T.D.R. 
system. [rom the point of view of the authorities, too, it is definitely 
advantageous that there should be no slack in the outstanding 
volume of central bank credit. The enforcement of a restrictionist 
credit policy, should that be needed, would be weakened and retarded 
if it were necessary first to mop up the surplus funds of some members 
of the system while those less comfortably placed were able to 
maintain their position by rediscounting deposits. In securing the 
maximum utilization of credit supplies the discount market can 
still perform a useful function. As profit-making concerns, moreover, 
the members of the market can remain unconcerned at any other 
changes provided that the banks continue to regard call-money as 
a second-line reserve and are prepared to accept bond collateral 
against it. Certainly, the experience of the past century provides 
ample warnings against any predictions of doom and disaster for 
that most resilient of institutions, which time and again has seen 
its basic functions destroyed by fundamental changes in the 
banking structure, only to be replaced by others. It would undoubt- 
edly be rash to envisage the disappearance of the market; but it 
may well prove to be the case that the most recent developments 
call for a reduction in the aggregate resources employed in the 
market, as distinct from a mere reduction in the number of units 
through amalgamations. 
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Building Societies in 1941 
By H. E. Wincott 


F we exclude the fact that the first five months of the year saw a 
J[continuation of the heavy air raids on the civilian centres of this 

country, 1941 must be dubbed an uneventful year for the building 
society movement. The exclusion may seem an important one; yet 
in justification it may be argued that the first and heaviest raids, 
with their initial important psychological and material effects upon 
both lenders and borrowers, belonged to 1940. And in general, 1941 
introduced no new factor, but found building societies, their capital 
position largely protected by the War Damage Act and their income 
position assisted by the rise in the national income, fulfilling the not 
very exciting prediction made in these columns a year ago, when it 
was concluded that the societies were likely to go on “‘ unwinding ”’ 
for the duration. 

The first conclusion to be drawn from the series of tables, based on 
figures extracted from the accounts of seven leading and varied 
societies, around which it is customary to build up these reviews, is 
that for one of the most important thrift organizations in the country 
and one which, moreover, should very largely appeal to the lower 
income classes, building societies are playing a very modest part in 
the National Savings Movement. Not unnaturally, building society 
chairmen have in their reviews of 1941 stressed the decline in with- 
drawals on share and deposit accounts. Withdrawals reported by 
our seven societies on share account, the most volatile section, 
declined by 33 per cent. last year as compared with 1940, and by 
42 per cent. from the level of 1939 (the sample differs in one of its 
constituents in the earlier period but the comparison remains 
valid). This is very satisfactory, although it should, of course, 
be remembered that some societies decided last year to put into 
operation the Defence (Building Societies) Regulations, 1940, under 
which six months’ notice may be required in respect of withdrawals 
by members and depositors, and that for this reason comparisons 
with earlier years may in certain instances be somewhat misleading. 

But if the withdrawals figures are encouraging, the totals for new 
subscriptions suggest, it must be reiterated, that building society 
investors, as such, are far from taking their rightful place in the 
current drive for savings, although societies themselves have made 
large contributions to Warship Weeks, etc. Subscriptions for shares 
of the seven societies last year totalled £8.1 millions and for deposits 
{7.1 millions, an aggregate of {15.2 millions, comparing with {22.1 
millions in 1940 and £32.4 millions in 1939. In commenting upon this 
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very marked decline in the amount of money entrusted to the 
movement, two main observations must be made. First, there are 
not a few societies, particularly the Northern Societies, which so far 
from encouraging new subscriptions are doing the reverse, for very 
adequate reasons which will be stated later. Secondly, the movement 
would not in any case have been assisted in a drive for subscriptions 
by the misunderstandings which have been sown in the public mind 
over the whole question of saving in war-time. When the entire 
propaganda machine of the National Savings Movement is directed 
towards convincing the nation that the only saving which really 
counts is direct investment in War Bonds, Savings Certificates or 
Post Office and Trustee Savings Bank deposits it is hardly surprising 
that other media should suffer. 

Yet there is no reason why those building societies which are still 
willing to receive new subscriptions should not be encouraged to 
do so. By the nature of things to-day, the societies would be acting 
merely as channels for the direction of savings into the hands of the 
Government. But the appeal of a campaign based upon some such 
slogan as “‘ Save now for that house of your own after the war” 
might well be a strong one, and would moreover affect mainly the 
working classes, whose present enhanced purchasing power it is the 
Government’s aim to divert from consumption goods. The require- 
ment of six months’ notice of withdrawal would, if imposed, be a 
desirable thing from the national viewpoint. 

The idea is an interesting one, but the amount of money which the 
movement could absorb in existing circumstances is limited, owing to 
the closing of the most remunerative channel for the employment of 
its funds. A year ago it was pointed out here that the total of new 
advances on mortgage had fallen from £25.7 millions in 1939 to £3.3 
millions in 1940, or a mere 13 per cent. even of the 1939 figure, which 
itself was a much depressed total. In 1941, such advances under- 
went still further contraction, amounting only to {2 millions, or 
7.8 per cent. of the 1939 figure. And since advances on mortgage 
normally constitute the movement’s most profitable asset, there is an 
obvious limit to the amount of new investment money which can be 
absorbed—to invest money borrowed at, say, 3} per cent. gross in 
Government securities earning but 2}-3 per cent. gross would clearly 
be impracticable. In this connection the opinion may be ventured, 
quite tentatively, that some of the societies, again particularly the 
Northern Societies, may now be willing to adopt a slightly more 
expansive policy in their mortgage departments. With new building 
entirely suspended and with large numbers of potential borrowers in 
the Forces it is clear that advances must remain at a much reduced 
level until peace is restored. But within the limits imposed by the 
war some members of the movement may from now on be more willing 
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to consider favourably an expansion of new advances from the very 
low levels reached in the last two years. 

However that may be, the decline in new mortgage business in 
1940 and 1941 has brought a marked and not wholly unwelcome 
improvement in the movement’s liquid position—pre-war criticism of 
building society finance was often directed towards an inadequate 
holding of cash and investments. Bearing in mind the contraction in 
total mortgages which the efflux of time has caused, repayments by 
borrowers have held up very well, the total of our seven societies last 
year amounting to {22.8 millions, compared with {24 millions in 
1940; as an offset to the deterioration in the financial position of 
borrowers drafted into the Forces must be set the effect of higher 
wages in industry, the increasing employment of woman-power, etc. 
Thus, although withdrawals on share and deposit accounts greatly 
exceeded new subscriptions to those accounts in the last two years, 
the excess of mortgage repayments over mortgage advances has been 
so marked as to cause a remarkable advance in holdings of gilt-edged 
securities, cash and liquid assets generally. Bank loans had already 
disappeared by the end of 1940, except in the case of one society, while 
during 1941 the combined cash holding of the seven societies rose 
from {8.6 millions to {10.1 millions, or by 17} per cent., while 
holdings of investments rose by £7.5 millions to £29.7 millions, or by 
34 per cent. Thus by the end of 1940, the seven societies’ holdings of 
cash and gilt-edged investments represented 16.9 per cent. of total 
assets. A year ago they equalled 13 per cent. and at the end of 1939 
II.3 per cent. 

The final table, giving details of mortgages on properties which 
have been upwards of a year in the possession of the societies 
(Schedule II), and of mortgages where repayments are upwards of a 
year in arrears but where the properties have not been upwards of a 
year in possession of the societies (Schedule III) needs to be inter- 
preted somewhat cautiously. The increase under both these schedules 
during the past year has been substantial. But it is a fair assumption 
that much of the increase has been the result of damage suffered in 
air raids, while the totals have been swollen as a result of the diffi- 
culties experienced by larger investors in property, difficulties brought 
about by war circumstances and unlikely to be of a permanent 
character. In any case, the matter is put into proportion when it is 
pointed out that the combined total of mortgages thus affected for 
the seven societies represented at the end of 1941 under 2 per cent. 
of the societies’ mortgages as a whole. 

It remains to consider what may be termed the outward and 
visible signs of these various movements—the societies’ revenue 
position and their dividend payments. It was already obvious, a 
year or more ago, what with the burden imposed on the movement 
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by its contributions under the War Damage Act, the rising burden of 
taxation and increased expenses, that the amount available for share- 
holders must be reduced and that dividends must come down. The 
inevitable has happened and most societies are now paying approxi- 
mately 2} per cent. per annum, clear of tax, to their shareholders. 
With income tax liability at Los. in the £, however, the gross equiva- 
lent of that rate to the investor paying the standard rate is relatively 
generous. Whether it will be possible to maintain payments at this 
level remains to be seen. On the one hand, negotiations are, at the 
time of writing, nearing completion with the Inland Revenue authori- 
ties for a new composite rate for income tax purposes. Such negotia- 
tions can have only one outcome these days, but it is not believed that 
there will be any very large increase in the existing rate of 5s. 14d., 
while due regard may be paid to the fact that part of the tax liability 
of lenders to-day is represented by post-war credits. In another 
important respect, the current year may possibly bring a lightening 
of the movement’s long term burdens. Its share of contributions 
under the War Damage Act has been estimated at £11.5 millions for 
the initial contribution period of 5 years. The risk period covered by 
these contributions expired last August, but although the Govern- 
ment has extended the cover to the second risk period, from August 
31, 1941, to August 31, 1942, the contributions for this second period 
have still to be announced. In view, however, of the fact that the 
actual war damage suffered has been far less than expected, there are 
hopes that no further contributions will be demanded until the burden 
has been borne equally by property owners and the State. For 
whereas the original plan provided that the first £200 millions of 
damage should be borne by property owners, the next £200 millions 
by the Government, and anything over £400 millions shared equally, 
most estimates place the damage suffered to date at {150-{£170 
millions, so that the property owner has borne all the burden and 
the Government none. There thus appears a reasonable chance that, 
as an interim measure, property owners will get free cover until 
damage exceeds {400 millions. That would not, of course, obviate 
the necessity for meeting the remaining charge under the first 5 year 
contribution period, but it would mean the avoidance of any new 
burden under this head, and all things considered it seems likely that 
the existing rates of dividend will be maintained. Those rates should 
be eminently satisfactory to investors having regard to the returns 
obtainable elsewhere and the really remarkable manner in which the 
building society movement has weathered the storm of war. 

There we must leave our review. The movement may be 
‘unwinding ”’ so far as its balance sheets tell the story. But it is far 
from ‘“‘ unwinding ’”’ in spirit. With much building to be done to 
make good damage caused by the enemy and to catch up the arrears 
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caused by the cessation of civilian building operations, the societies 
will play a vital part in post-war reconstruction. It is all to the good 
that even now animated discussions are going on as to the movement’s 
post-war form, and that in those discussions its leaders are not afraid 
to admit any deficiencies of the past in an endeavour to build better 


in the future. 
TABLE I—THE MOVEMENT OF FUNDS 
(in £000's) 














Shares Deposits 

Sub- With- Balance Sub- With- Balance 

scribed drawn* End-Year scribed drawn* End-Year 
, 194It 7,942 12,304 86,754 6,242 9,647 31,751 
ee. feo! 4,811 7,909 85,935 6,160 6,375 32,275 
2,676 ,360 38,270 1,007 2,678 7,916 

Abbey Road .. 7 43 67 

y 1941 1,601 3,230 37,715 424 954 7,579 

, 1940 385 420 4,008 74 155 683 
bys iu 5 
eens fs 22 299 4,047 54 83 670 
Leeds and {=e 271 373 3,179 165 234 1,224 
Holbeck 1941 230 293 3,206 153 198 1,207 
_— 1940} 1,502 3,284 25,967 1,258 1,755 4,108 
annee a tae 814 1,984 25,557 211 695 3,732 
1940 93 438 2,735 81 125 804 
Portman ue to 37 226 2,627 73 84 811 
Westbourne 1940 457 1,170 11,214 54 319 1,111 
Park 1941 355 1,013 10,857 54 161 1,033 
Total, 1940 13,326 22,349 172,127 8,881 14,913 47,597 
7 Societies 1941 8,075 14,954 169,944 7,129 8,550 471307 

* Including interest. t+ Years to January 31. t Years to October 31. 


TABLE II—MoORTGAGE BUSINESS 
(in {000’s) 














1940 1941 

New Repay- Balance New Repay- Balance 

Advances’ ments* End-Year Advances ments* End-Year 
Halifax f .. wea 1,977 12,754 100,539 1,498 12,168 94,394 
Abbey Road vi 715 5,119 45,848 210 4,835 43,498 
Derbyshire 55 489 3,734 81 484 3,502 
Leeds and Holbeck 97 496 4,142 31 478 3,881 
National {¢ is 269 3,327 32,793 04 3,209 31,3604 
Portman .. ea 40 469 4,554 23 442 4,393 
Westbourne we 104 1,352 12,854 63 1,206 12,323 
Total, 7 Societies .. 3,263 24,006 204,464 2,000 22,822 193,325 
* Including Interest. + To January 31 of following year. t To October 31. 


TaBLE III—Bank LOANS AND QUICK ASSETS 
(in £000’s) 














1940 1941 

Bank Loans Invest- Bank Loans Invest- 

at End-Year Cash ments at End-Year Cash ments 
Halifax ft - iia — 6,114 17,720 —_ 6,681 23,159 
Abbey Road .. we — 1,381 2,100 — 2,007 3,110 
Derbyshire ‘ a — 189 1,024 — 185 1,299 
Leeds and Holbeck sn —_ 181 276 oe 113 624 
National ¢ ae ea -- 277 739 — 706 1,033 
Portman ai re 699 48 88 497 21 22 
Westbourne... én —- 410 190 - 417 408 
Totals, 7 Societies .. 699 8,600 22,137 497 10,130 29,655 


+ At January 31 of following year. t{ At October 31. 
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TABLE IV—PAYMENTS IN ARREAR 


(in £000’s) 
1940 1941 
Schedule Schedule Total Schedule Schedule Total 

Ii? III ¢ Mortgages ir III f¢ Mortgages 
Halifax { .. we 152 538 100,539 310 1,502 94,394 
Abbey Road es 55 146 45,848 118 375 43,498 
Derbyshire ‘ a 6 3,734 — 5 3,502 
Leeds and Holbeck 43 I 4,142 41 8 3,881 
Nationals § en 12 73 32,793 50 311 31,364 
Portman .. II 33 4,554 15 131 4,363 
Westbourne Park 72 137 12,854 161 469 12,287 
Totals, 7 Societies 345 934 204,464 695 2,801 193,289 

ew — $$ 

1,279 3,496 

Cols. 1 and 2 as % of Col. 3 - aol 0.62 a yA a 1.80 


* Mortgages on properties of which societies have been upwards of 12 months in possession. 

t Mortgages where repayments are upwards of 12 months in arrear and properties have not been 
upwards of 12 months in possession of societies. 

} At January 31 of following year. § At October 31. 
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The U.K. Commercial Corporation 
By Paul Einzig 

NE of the most remarkable developments in the sphere of 

finance and trade during this war has been the creation and 

expansion of the United Kingdom Commercial Corporation. 
It was founded about two years ago by the Government, with the 
object of undertaking commercial transactions which could not 
easily be undertaken either by privately-owned banking or business 
firms or by Government Departments. The war made it necessary 
to undertake many such transactions as one of the methods of 
economic warfare. In many instances it was considered necessary 
to make pre-emptive purchases in neutral countries, but the operation 
appeared too risky or not sufficiently profitable for a private com- 
mercial firm to undertake it. Or even if commercial firms were 
willing to operate, it was not easy for them to find financial facilities 
at short notice. Clearly, it was a matter for the Government to 
undertake such operations and finance them. The difficulty about 
this was that Government Departments are usually too rigid and 
cumbersome to do commercial business in a highly competitive 
sphere. Usually it was necessary to secure the agreement of several 
Government Departments before taking action, and by the time 
action was decided upon it was, more often than not, too late. 
The German buying agents, equipped with plenary powers, frequently 
forestalled the Government. Indeed, the history of attempts at 
pre-emption during the first year of the war was one long series of 
missed opportunities. 
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It was amidst such circumstances that the Government decided 
to form a limited company to combine the advantages of a Govern- 
ment Department with those of a business firm. The United Kingdom 
Commercial Corporation was formed early in 1940 with an initial 
capital of £500,000 and with the object of operating in South- 
Eastern Europe. While its creation was hailed with satisfaction 
in the Press, there was no lack of criticism on the ground that it 
was rather late in the day, and that the company’s resources were 
inadequate. There can be no doubt that some such company ought 
to have been created long before the war, or at any rate immediately 
after the outbreak of the war, simultaneously with the creation of 
the Ministry of Economic Warfare. Had this been done, much of 
the raw materials of South-Eastern Europe could have been diverted 
from Germany. As it was, by the time the company was in a 
position to begin its operations the change in the political situation 
following upon the collapse of France made it impossible to operate 
in the greater part of South-Eastern Europe. 

In any case, its original capital was far from sufficient to secure 
for it that freedom of action that was necessary for its success. 
If the company had to apply to its sole shareholder, the Treasury, 
for additional funds every time it had to undertake some new 
business, then delays were bound to arise. Fortunately, the change 
of Government in May, 1940, was followed by a relaxation of the 
Treasury’s purse-strings, so that the U.K. Commercial Corporation 
was able to operate fairly freely in spite of the limitation of its own 
resources. In any case, its capital was raised in several stages and 
quite recently it reached £5,000,000, tenfold its original figure. Nor 
is there any difficulty in obtaining funds well in excess of this amount 
whenever this is necessary in order that the company should fulfil 
its functions satisfactorily. 

Those functions themselves have expanded far beyond their 
original scope. Geographically, they now extend over four continents. 
As a result of the German conquest of the Balkans, South-Eastern 
Europe had to be given up, with the exception of Turkey—in the 
main an Asiatic country—where the company has been operating 
extensively from the very outset. It established itself also in Spain 
and Portugal, and it has put out its feelers towards South America. 
By far the most important of its spheres of operation has been, 
however, the Middle East, that is, the countries of Western Asia 
and North-Eastern Africa under British military occupation. 

Simultaneously with the expansion of its sphere of operation, 
the scope of the operations of the U.K. Commercial Corporation has 
also expanded. While originally its main object was pre-emptive, 
it has gradually developed into one of the main channels of foreign 
trade with neutral or occupied countries. As the war was proceeding, 
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pre-emptive purchases against cash payment were becoming 
increasingly difficult. What most countries wanted was not cash 
but goods which they were unable to obtain in the ordinary course, 
owing either to shortage of supplies or lack of shipping facilities. 
Accordingly, the U.K. Corporation could not become a buyer unless 
it was also prepared to become a seller of British and Empire products. 
In substance, if not in form, it engaged in barter transactions. 
The influence the company has been able to build up in neutral 
and occupied countries has been due not only to its ability of making 
big purchases but also to its ability to supply much-needed goods. 
In the case of Spain, for instance, it was found that the granting 
of a credit of {2,500,000 by this country was of little use unless she 
was enabled to buy with the money what she needed. Similarly, 
the granting of Navicerts did not in itself enable Spain or Portugal 
or Turkey to import the goods, even though they were able to pay 
for them. The U.K. Commercial Corporation, without possessing 
a monopoly in this respect, was in a position to meet requirements. 
The purchases undertaken by the company have also changed in 
character in the course of time. Earlier in the war it was often 
considered advisable to buy up goods from neutral countries, even 
if they were not really needed, in order that the enemy should not 
get them. Goods were bought from neutrals which could more 
conveniently have been bought from the Empire. As a result of 
the loss of some of our sources of supplies, the goods available in 
the Middle East or in Latin America, in Spain or Portugal and the 
Portuguese colonies have become very valuable additions to our 
supplies. In securing them, the U.K. Commercial Corporation is 
playing an essential part in this country’s economic war effort. 
The importance of all these functions is overshadowed, however, 
by the vital part played by the U.K. Commercial Corporation in 
the organization of the economic system of the Middle East. It is 
not sufficiently realized that under the guidance of Mr. Oliver 
Lyttelton—who as Minister of State resident in Cairo was responsible 
for economic relations with the countries under British military 
occupation—a ‘“‘ new economic order’’ was being built up. The 
term ‘‘ new order’”’ is somewhat discredited owing to its abuse by 
German propaganda, so it is necessary to point out that the British 
“new order” in the Middle East is something totally different 
from the so-called German “ new order” in Europe. Both ‘ new 
orders’’ aim at the adjustment of the economies of a number of 
countries, in order to increase the self-sufficiency of the group as 
a whole. But while the practical application of the principle by the 
Germans meant the adjustment of the economies of the conquered 
countries for the benefit of Germany, the “new order’’ in the 
Middle East means an all-round adjustment for the benefit of all 
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parties. While the object of Hitler’s “ new order” in Europe is to 
exploit the non-German participants, the object of the British 
“new order” in the Middle East is to assure freedom from want 
for all Middle Eastern countries. 

In this scheme the U.K. Commercial Corporation plays a rdéle 
of first-rate importance. Its functions may be summarized under 
the following headings :— 

(x) It supplies the countries of the Middle East with vital 
necessities that would otherwise be unobtainable. 

(2) It relieves these countries of surpluses that would otherwise 
be unsaleable. 

(3) It acts as a clearing house for the products of the Middle 
East, thereby increasing inter-Middle East trade. 

(4) Through the Middle East Supply Council—on which it is 
strongly represented—it seeks to induce the countries concerned to 
adjust their production to each other’s requirements. 

As soon as the Allied Forces entered Syria, Iraq or Persia, big 
consignments of wheat and other necessities followed in their wake 
to relieve the population, which was on the verge of starvation. 
These consignments were arranged by the U.K. Commercial Corpora- 
tion. In addition to this emergency work, the U.K. Commercial 
Corporation, in conjunction with the Middle East Supply Council, 
also provides for the regular satisfaction of the vital requirements 
of these countries, as well as Egypt, Turkey, Palestine, Anglo- 
Egyptian Sudan, Eritrea and Kenya. The procedure is as follows : 
The Governments of the countries concerned are requested to submit 
their requirements to the Middle East Supply Council in Cairo. 
These requirements are then considered and if necessary scaled down 
in accordance with the supplies available. The Council has an 
important depot of wheat and other commodities in Egypt, from 
which the requirements of that country, and also of Syria, Palestine 
and Turkey are met. Iraq and Persia, on the other hand, are served 
from India through the Persian Gulf. 

It is significant that while the German invaders, as soon as they 
enter a country, immediately seize the existing food supplies, the 
British authorities consider their first task to provide for the popula- 
tion of countries which are under British military occupation. They 
do so even if it means diverting shipping space and other transport 
facilities from military requirements. In existing conditions the 
countries of the Middle East would find it extremely difficult to 
export overseas, and a large part of their surpluses would be entirely 
unsaleable were it not for the purchases of the U.K. Commercial 
Corporation. Part of these surpluses is bought for British require- 
ments. Part is exported to the United States as return cargo on 
ships carrying material for the British Forces there. Part is sold 
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to other countries of the Middle East. This latter effort is particularly 
important, since it reduces the requirements of the countries of the 
Middle East for shipping facilities for their imports and their exports. 
The same purpose is served also by the endeavours to induce the 
countries of the Middle East to cater for each other’s requirements. 
To that end, Egypt, Iraq and Persia were persuaded to reduce their 
acreage of cotton, which cannot easily be disposed of for lack of 
shipping facilities and markets, and to increase their acreage of 
wheat, which is required in the countries themselves and in Palestine, 
Syria and Turkey. This adjustment of the economies of the countries 
of the Middle East to each other has immense possibilities and all 
participants in the scheme stand to benefit by it. 

It is thanks to the organising ability of Mr. Oliver Lyttelton 
and to the efficient working of the U.K. Commercial Corporation 
that the economic situation in the Middle East has improved beyond 
recognition since the British Military occupation of Syria, Iraq and 
Persia. The work done in the Middle East deserves more appreciation 
than it has hitherto received. It provides an example for post-war 
economic collaboration. 

There has undeniably been some criticism of the U.K. Commercial 
Corporation in banking and business circles, on the ground that its 
activities cut into their sphere. Beyond doubt, this is so to some 
extent. Although in theory the objects of the U.K. Commercial 
Corporation is to undertake business which ordinary commercial 
interests would not or could not undertake, in practice it is not 
always easy to draw the line. It is of the utmost importance that 
the work done by the U.K. Commercial Corporation in the Middle 
East and elsewhere should be done speedily and without hesitation. 
There is no time to wait to ascertain whether the business would 
be done by private interests if the U.K. Commercial Corporation 
kept aloof, nor is it practicable for that company to lose time by 
hawking business about among private firms and banks before 
deciding that since no one else wants to do it the company itself 
should undertake it. Since it is important that the Corporation’s 
work should be carried out with the least possible delay, it is often 
inevitable that some business which might have been done by 
private interests is actually done by the U.K. Corporation. Regret- 
table though this may be from the point of view of the banking 
and business community, which has lost ground in so many other 
directions through the war, any loss of business which is unavoidable 
in the interests of the efficient conduct of the war will undoubtedly 
be accepted in the same cheerful spirit as the other sacrifices 
demanded by the war. 
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The Far East 


HE Netherlands East Indies made timely arrangements, in 
anticipation of the conquest of Java by Japan, to prevent 
the seizure of foreign assets by the conquerors. All dollar and 
sterling balances belonging to the Netherlands East Indies Govern- 
ment or to private firms and individuals in the Netherlands East 
Indies have been safeguarded. Some time ago steps were taken, 
as a precautionary measure, to assign all foreign assets in London 
and New York. The official dollar balances, consisting mainly of 
balances belonging to the Currency Institute, have been assigned to 
the Dutch Minister at Washington. The official sterling balances 
have been assigned to the Dutch Minister for the Colonies in London. 
Private dollar balances have been assigned to the Dutch Pur- 
chasing Commission in New York, and the private sterling balances 
to the London Representatives of the Netherlands Trading Co. and 
the Netherlands-Indies Trading Bank. 

As from March 1, a number of companies established in the 
Netherlands East Indies, which operate partly outside the East 
Indies, have transferred their head offices to Curacao. These 
companies include a number of shipping companies, insurance 
companies, air lines, and so on. The Billiton Mining Co., which has 
a large interest in Surinam, has transferred its seat to Netherlands 
Guiana. 

As a result of all these measures, the amount of foreign assets 
the Japanese invaders are likely to seize is very small. It has been 
possible to obviate the necessity for blocking the assets, control 
over which has been assigned to Dutch authorities in London and 
Washington. 

Meanwhile, preparations for the establishment of the Bank for 
the Development of Southern Territories continue. It seems probable 
that this bank will act as a bank of issue for all conquered territories 
in the South-Western Pacific area. Presumably it will issue different 
notes for each country, and its notes will circulate together with 
those of the original note-issuing institutions, which will continue 
to operate under Japanese control. The German economic expert, 
Herr Wohltat, has been in Tokyo for some time, and one of the 
objects of his presence there is to advise the Japanese Government 
about the exploitation of conquered peoples by means of currency 
and trade manipulations. 

Monetary conditions in China have improved since the granting 
of a big loan by the United States and Great Britain. Before leaving 
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Chungking on his return flight to England, Sir Otto Niemeyer, head 
of the British-American Financial Mission to China, declared in 
a farewell speech that with the large new loans recently granted 
by Britain and the United States, Chinese financial problems will 
enter a new and more encouraging phase. These loans assure the 
external value of the Chinese currency, and as time goes on they 
will increasingly contribute to the internal needs of China. 

The Indian Government issued an order prohibiting the import 
of Straits dollars and pound notes. The object of this measure is 
to prevent the Japanese authorities from unloading in India the 
notes they may have seized in Malaya. Notes brought by evacuees 
will be exchanged by special licence. A similar arrangement has 
also been made in the United Kingdom in favour of bona fide holders 
of Malayan and Hong Kong notes. 


Axis Funds in Brazil 


The financial measures taken in execution of the Rio de Janeiro 
Pan-American Conference vary from country to country. Brazil 
has taken very far-reaching measures. Levies have been imposed 
on the assets held by Axis subjects in Brazil. The proceeds of these 
levies will be used for compensation to Brazil for Axis acts prejudicial 
to Brazilian life and property. The measure was taken primarily in 
retaliation for the sinking of Brazilian ships by Axis submarines. 
The losses arising from such sinkings up to last week are estimated 
at {1,750,000. The proceeds of the levy will amply cover these 
losses, leaving a margin for further losses. 

This measure is welcomed not only because it provides compen- 
sation for those who suffered losses through German acts of piracy, 
but also because it weakens considerably the wealthy German 
community in Brazil, the resources of which would otherwise be 
available for financing subversive activities. 


Belgium 

The lawsuit filed in New York by the Belgian Government 
against the Bank of France, for the recovery of the gold reserve of 
the National Bank of Belgium surrendered by the Bank of France 
to the German authorities, has made good progress by the decision 
of the New York Law Court declaring its competence to deal with 
the case, and admitting the rights of the Belgian Government to 
plead as an interested party. It will be remembered that gold 
amounting to over {60,000,000 was held on deposit by the Bank 
of France on behalf of the National Bank of Belgium at the time of 
the collapse of France. Early in June, 1940, the National Bank of 
Belgium instructed the Bank of France to transfer the gold to 
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New York. It would have been possible at the time to carry out 
this instruction, judging by the fact that the Bank of France trans- 
ferred its own gold first to Dakar, then to Martinique. The Belgian 
gold, too, was evacuated to Dakar, but subsequently it was 
surrendered to the German authorities. The defence of the Bank 
of France was that it received instructions to that effect from the 
National Bank of Belgium. These instructions were given, however, 
obviously under duress, and in any case they were given some time 
after the original instructions, and in the meantime the Bank of 
France had ample opportunities to execute the original instructions. 


Holland 


The efforts of the Germans and of the Dutch Nazis to induce 
the Dutch public to invest its funds in Germany have had no 
success. Since the accumulation of a large frozen reichsmark balance 
for the Netherlands Bank is causing embarrassment, a new method 
has been devised by which it is attempted to induce the Dutch 
public to reduce that amount. A campaign has been launched in 
favour of the investment of Dutch funds in Eastern Europe. A special 
financial institution is planned to be established in Amsterdam, 
to serve as a channel for the investment of Dutch funds in German- 
occupied countries short of capital. If successful, this would lead 
to a reduction of the Netherlands Bank’s reichsmark balances, 
since Dutch investors would buy reichsmarks for reinvestment 
abroad. It seems, however, that the Dutch public is far from 
keen on this alternative method of placing its resources at 
Germany’s disposal for the purpose of financing the exploitation 
of her other victims. There is no reason to suppose that the new 
line of approach will be any more successful than the appeal to 
invest in Germany. 


“You and the Call-Up” 
By R. S. W. Pottarp. (Blandford Press. Price Is.) 
A HANDY guide to the obligations for compulsory service in the 
Forces, industry and civil defence (including fire-watching) ; of use 
to employers as well as individuals. 
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Not Too Many Cheques ? 


To THE EDITOR OF “THE BANKER” 
SIR, 

The case against excessive use of cheques which you put forward 
so forcibly in the March number of THE BANKER indicated many 
opportunities for currency payments here and there to take the 
place of local payments or internal transfers by persons whose time 
and effort is of less value in the national interest than that of the 
banks’ executives. 

Admittedly such transactions are not necessarily identical with 
those of small banking customers upon grounds simply and solely 
that they are small, and you rightly deprecate as such the sub- 
marginal account with its waste of effort. 

But to what extent, if any, are the means by which payments 
are made a luxury and, moreover, one which should be taxed ? 
For it is the method of payment as distinct from the nature of the 
payments themselves which evokes your criticism. You imply that 
payments by cheque cost more in manpower than payments by 
notes and coin, but, having regard to all factors, upon what data 
the higher relative cost is assessed is not revealed. 

Even were it proved that cheque payments import larger transfer 
costs than those by notes and coin, it would surely be rash to assume 
that a decline in cheque transactions induced by substitution of 
currency payments would achieve a reduction in the relative costs of 
monetary transfer. ‘‘ Naturam expellas furca, tamen usque recurret.”’ 

Supposing cheque transactions were cut by as much as 20 per 
cent., leaving 80 per cent. as “‘ banking services confined to those 
who really need them,” it could hardly be maintained in these days 
of mechanization that anything approaching a fro rata reduction 
of work would follow. So long as the machinery is running, sub- 
stituted costs of alternative methods of payment would presumably 
exceed the marginal cost of additional cheque clearing. 

Apart from considerations of cost, there are several strong reasons 
against discouraging banking habits in wartime, of which three 
outstanding ones must be given. (1) The cheque is a self-eliminating 
form of payment ; its use, so far as it supplements currency, restricts 
the issue of currency as a store of value. (2) It is an effective form 
of receipt. (3) The banking habit encourages saving and offers a 
ready means of enabling all classes of the community regularly to 
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set aside a proportion of income—wages or salaries—and so to 
remove the incentive to spend in the case of many whose entire 
incomes would otherwise drop straight into their pockets. 

Yours truly, 


ARTHUR V. BARBER 
3 Lombard Street, 
London, E.C.3. 

[It is hoped that Mr. Barber will be able to develop his views 
in a future issue and for the moment, therefore, only brief comment 
need be made on some of the interesting points he raises. In terms 
of war economics, anything is a luxury which entails the use of 
manpower for the benefit of the civil population and could be with- 
drawn without causing greater hardship than the deprivations 
experienced in other lines of consumption. On the use of cheques, 
it must be borne in mind that the economy we suggested was where 
cheques are being used for /ocal payments to persons with whom 
the drawer is in regular contact, especially for domestic accounts. 
We should have thought it obviously more economical of manpower 
for the bank’s customer to draw a lump sum in cash and distribute 
it to tradesmen over the counter than for several tradespeople to 
keep account books, post invoices and send reminder letters until 
his customer condescends to draw and post a cheque, which then has 
to go through a variety of processes within the banks. It is not clear 
why a reduction in the volume of cheques should not produce a 
pro rata reduction in work. At least at peak periods, all the machines 
and operators must be fully employed; a given percentage cut in 
the volume of cheques should therefore permit the release of an 
equivalent proportion of operators, subject of course to the limitations 
of the one-man or very small branch. Of the reasons given for 
encouraging banking habits in wartime, the fact that a receipt 
might be needed in the absence of a cheque is the only one to which 
we should attach great importance. There is nothing inherently 
undesirable about the use of notes, and in general we are opposed to 
the use of manpower to secure purely financial ends such as the 
encouragement of saving. The propensity to save is surely governed 
by much more fundamental considerations than the degree of 
liquidity of the form in which savings are held.—Ed. BANKER. | 


Appointments & Retirements 


The British Linen Bank 

Mr. John Bell, agent at Troon branch, has been appointed agent 
at Ayr and Townhead, Ayr, branches in addition to the agency at 
Troon, in room of Mr. N. H. Wilson. 
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Mr. A. R. G. S. Sutherland, of the head office, has been appointed 
agent at Haymarket, Edinburgh, branch to succeed Mr. Thomas 
Scott, who has retired. 

Lloyds Bank 

Mr. William Henry Fraser, W.S., chairman of the National Bank 

of Scotland Limited, has been elected to a seat on the board. 


Mr. T. E. Thompson, from Hexham, is to be manager at Belling- 
ham, on the approaching retirement of Mr. E. E. Johnson after 45 
years’ service. 

The National Bank of Scotland 

Mr. John Meikle Mitchell, accountant at Glasgow St. Enoch 
Square branch, has been appointed agent in succession to the late 
Mr. Andrew Campbell. 

At Leven Branch, Mr. Francis Henry Grant of the firm of Messrs. 
Smith & Grant, solicitors, son of the late Mr. Peter Grant, whose 
death we regret to record, has been appointed joint agent in succes- 
sion in association with Mr. J. L. Laing, senior agent. 

National Provincial Bank, Ltd. 

Mr. Dudley Holden Ulingworth, J.P., has been appointed a 
director of National Provincial Bank. Mr. Illingworth will continue 
as a local director in Bradford. 

Consequent upon his appointment as Minister of Economic 
Warfare, the Right Hon. the Viscount Wolmer has relinquished his 
appointment as a director of the National Provincial Bank. 


Reserve Bank of India 
Sir James Braid Taylor has been reappointed Governor of the 
Reserve Bank of India for a further term of five years from July 1. 





Obituary 

Lord Selborne 

The death is announced, at the age of 82, of Lord Selborne, who 
was a director of Lloyds Bank and of the Standard Bank of South 
Africa, joint vice-chairman of Forestal Land, Timber and Railways, 
a member of the London board of Scottish Union and National 
Insurance and a director of Telegraph Construction and Maintenance. 


The successor to the title is his son, Lord Wolmer, the new Minister 
of Economic Warfare. 


The death is announced with regret of Mr. W. A. Crowther, who 
has been a member of the West Yorkshire Local Board of Lloyds 
Bank since 1920. 
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THE BANK OF AUSTRALASIA 





DIVIDEND MAINTAINED 





STATEMENT BY MR. DAVID J. ROBARTS 


HE One Hundred and Eighth Annual 

General Meeting of the Bank of Austra- 

lasia was held on March 26, 1942, at 
4, Threadneedle Street, London, E.C. 


The following is an extract from the state- 
ment by the Chairman, Mr. David J. Robarts, 
which was circulated with the report and 
accounts. 

During the year under review the expansion 
in the figures of the balance-sheet, noted a 
year ago, has continued and the total has risen 
by £3,153,309 to the record figure of 
£62,519,2066. 

On the liabilities side deposits at interest 
have increased by £351,145 to £24,372,448 and 
current accounts have risen by just under 
£2,000,000, but they have not, it will be noted, 
resulted in an increase in our net profit. The 
total of bills payable, etc., is greater by 
£699,610, which is mainly accounted for by the 
longer time now taken by mails from Australia, 
resulting in a larger amount in transit at any 
one time. The only other item in the liabilities 
calling for remark is the reduction of £26,613 in 
the profit and loss account balance, which will 
be dealt with later in this statement. 

On the assets side all the items show increases 
with the exception of advances on securities 
ind other assets, where there is a reduction 
f £558,074, attributable to the policy agreed 
with the Central Bank whereby advances are 
estricted to projects of national importance. 
increases of £511,823 in specie, bullion, etc., 
{99,875 in British Government securities, and 

over £2,000,000 in Australian and New 
Zealand Government securities are mainly a 
reflection of the expansion in deposits and 
urrent accounts. KBills receivable, etc., are 
higher by £914,714, and this again is owing 
to the longer time taken in the transit of mails. 
FEATURES OF THE BALANCE-SHEET 

The following aspect of the balance-sheet 
should be of interest :— 


; are 16.54 per cent., or 3s. 33d. 


Cash balance 
n the {, of total deposits 
figure as last year—but if we add our invest- 


—much tne same 


are shown at below market value, 
35 per cent., or 


ments, which 
the percentage is raised to 48 
js. Od. in the {, 
8. id. last year. Advances are 75.35 per cent. 
f total deposit Since a large proportion of 
mur deposits in Australia and New Zealand 
ire fixed for long terms and are therefore 
particularly making 
1dvances to our customers, this is not a high 
percentage for these countries, and is in fact 
5 per cent. less than last year. 


of total deposits, as against 


suitable for use in 


Turning to the profit and loss account, it 


will be seen it, although after making the 





usual appropriations the gross profit for the 
year is shown to be better by over £27,000, the 
net result is a reduction of £29,094. This, of 
course, is due to ever increasing cost of manage- 
ment and rates and taxes, the latter figure being 
up by just on £63,000, and this increase has 
more than offset any extra profit we have been 
able to earn through the employment of the 
additional deposits at our disposal. It will be 
observed how difficult it is becoming for banks 
to make sufficient profits in these times to 
maintain dividends at the present rate. 


PAYMENT OF DIVIDENDS 

The payment of the dividends for the year 
has involved a reduction in the carry-forward 
of approximately £26,000, of which £20,000 is 
attributable to the above-mentioned income- 
tax adjustment. As, however, the carry- 
forward has increased since the beginning of 
1938 by approximately £36,000, of which some 
‘20,000 arose from the insufficient payment to 
shareholders, explained above, your directors 
have felt justified in maintaining the rate of 
dividend paid last year. 

A few weeks ago Mr. Curtin, Prime Minister 
of Australia, announced war-time finance 
measures stabilizing the prices of goods and 
services and wages. They also include the 
limitation of profits, the control of interest 
rates for different classes of investments, and 
of the sale or investment of capital. 


NO FINANCIAL COMMITMENTS 
WITH JAPAN 


Proprietors will be glad to know that at 


the time of the outbreak of war with Japan 
we had no iinancial commitments with that 

yuntry. This extension of the conflict has 
brought a closer threat to the _ territorial 
integrity of Australia. Australians have 





proved their first-class quality and valour in 
the battles that have already taken place, and 
I have no doubt that they will deal suitably 
with any hostile invasion of their land. 

The staff in London, Australia, and New 
Zealaud have served your bank with great 
loyalty throughout the year. Large numbers 
have been released for the various branches 
of National service, and more will no doubt 
be expected in this direction during the present 
year. Those who remain have carried on and 
have worked hard under difficult conditions. 
Our cerdial thanks are due to our Superin- 
tendent, Mr. Healy, and his staff in Australia 
and New Zealand, and to our Manager in 
London, Mr. Cowan, and his staff in London 
and Cobham for the smooth and efficient way 
in which the business of the bank has been 


conaucted. 


Zt uC 
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CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA 





REVIEW OF PAST YEAR’S OPERATIONS 


STATEMENT BY MR. VINCENT ALPE GRANTHAM 


HE following is a summary of the state- 
ment by the Chairman (Mr. V. A. 
Grantham), to be submitted at the 
eighty-eighth ordinary general meeting of The 
Chartered 3ank of India, Australia and 
China on April 1, 1942 


The year 1941 proved to be one of constant 
and increasing difficulty. When we last met, 
we did so under the shadow of the threat of 
extended hostilities in the Far East. Since 
then, the entry of Japan into the war has 
resulted in the falling into enemy hands of our 
branches in China, Japan, the Vhilippines, 
French Indo-China, Siam, Malaya, Sarawak, 
and Java. Our branch at Rangoon has been 
evacuated to Mandalay and we still have our 
business in India and Ceylon, which represents 
an important part of the bank’s total under- 
taking, together with our interest in the 
Allahabad Bank, Ltd. 


THE BANK’S BALANCE-SHEET 

The balance-sheet again shows considerable 
expansion, the total at {90,925,552 being an 
increase of {14,811,324 over last year’s total of 
£76,114,228, the previous highest in the Bank’s 
history. The increase is largely confined to 
Current and Other Accounts, which, with an 
increase of £14,465,559, stand at £67,844,490. 
Fixed Deposits, on the other hand, show a 
further decrease of £1,980,251 at £10,146,113, 
and these two diverse movements again reveal 
the desire for liquidity on the part of our 
clients, which is so prominent a feature to-day. 


ASSETS 

Turning now to the Assets side of the 
balance-sheet, and bearing in mind my previous 
remarks, I think you will agree that it shows 
the bank to be in an extremely strong and 
liquid position. Cash in Hand at £14,787,422 
is {3,208,905 higher than a year ago, and 
comprises 21.8 per cent. of our liabilities on 
current accounts, or 20.7 per cent. of all our 
sight liabilities. We again show a large 
increase, amounting to /9,714,158, in our 
Government and Other Securities, the actual 
total being £37,435,924. 


PROFIT AND LOSS ACCOUNT 


I now come to the Profit and Loss Account. 
Up to the time of the entry of Japan into the 
war we had a good year; a year, in fact, in 
which our gross profits compared favourably 
with those of 1940. Since then we have lost 
the earning power of those branches which are 
situated in epemy-occupied territory, but the 


result of the full year’s working still shows a 
profit of £352,865 6s. 10d., after providing for 
all ascertainable losses and for taxation. No 
profits for the second half of the year of 
branches in enemy occupation at December 31, 
1941, are included in this figure, although our 
latest information is that profits were being 
earned by all these branches. 


Adding the balance brought forward from 
last year of {£182,602 9s. 11d., a total of 
£535,467 16s. od. is available, out of which an 
interim dividend at the rate of 10 per cent. per 
annum, costing £150,000, was paid last October. 

In view of all I have said above and the many 
uncertainties which have yet to be faced, the 
shareholders will not be surprised that the 
Directors propose that the final dividend be 
reduced to 5 per cent. per annum for the half 
year to December 31 last, costing £75,000 
They recommend that {50,000 be transferred 
to the Officers’ Pension Fund, leaving 
£260,467 16s. 9d. to be carried forward. 


OTTOMAN BANK 


Incorporated in Turkey with Limited Liability 
FOUNDED 1863 
pCi 
CAPITAL,  £10,000,000 
PAID UP,  £5,000,000 
RESERVE, £1,250,000 
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Origins of the Bank Crests 


OR many centuries Lombard Street has been identified with 

banking, and it is the vista of hanging signs bearing the banks’ 

crests that gives the street its distinctive appearance and indi- 
viduality. In point of fact, the present-day signs date from no 
farther back than the beginning of the century, but they are truly 
historical in their origin. A Charter which made it lawful for the 
inhabitants of London “ to expose and hang in and over the streets 
and ways and alleys of the said city, and suburbs of the same, 
signs, posts of signs, affixed to their houses and shops, for the better 
finding out of such citizens’ dwellings ’’ was granted by Charles I. 

The original aim of the beacons was as some sort of advertisement, 
to catch the eye of the passer-by. By the force of competition, 
however, the signs gradually came to project more and more into 
the roadway, whereby they became both a danger and a nuisance. 
Consequently, in 1667, Charles II ordered that no board should 
hang across the street but that they must be on the sides of the 
houses. Whilst the sometimes jaunty emblems added to the 
decorativeness of the streets, they had a serious drawback : originally 
the sign on the house expressed the trade of its occupier, who might, 
and did, change his address ; as, however, in most cases the house 
had from habit taken the name of the sign, there eventually ceased 
to be any connection whatever between the trade carried on inside 
and the emblem outside. Addison complains that a cook might live 
at The Boot and a shoemaker at The Roasted Pig. In Lombard Street 
itself the names of many of the houses had as much or as little to do 
with the trade of a goldsmith or banker as the most famous of all 
signs, that of the Grasshopper. 

In the course of the eighteenth century, moreover, the people 
had been taught to read, so that the signs lost their practical purpose. 
When, from 1766 onwards, the houses were numbered, the signs 
slowly vanished. With their passing, Lombard Street for a time 
lost its colour and ceased to be one of the sights of London-—a hundred 
vears ago, indeed, it was described as an ugly thoroughfare with 
monotonous “ fronts of smoke-begrimed brick.” In 1902, however, 
when the City of London prepared for the Coronation of Edward VII, 
the signs of Lombard Street had their resurrection-they were 
athxed as part of the decoration and have since remained. 

Though so many of the private banking firms were absorbed by 
joint stock banks in the process of concentration and amalgamation, 
the crests of the present clearing banks have rather less connection 
than might be expected with the signs of old Lombard Street, for 
the reason that the modern form of joint-stock organization came 

irom and was largely carried through by banks originating in the 
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provinces. Of sixteen banking firms domiciled in Lombard Street 
a century ago, two have ceased to exist, but as many as eleven were 
absorbed by joint-stock banks. Yet only three survive to this 
day in the names, or part of the names, of the present clearing 
banks. These are: Barclays & Co. (No. 54) ; otone, Martin & Co 
(No. 68); and Glyn, Hatifax, Mills & Co. (No. 67). The modern 
Barclays Bank, Martins Bank and Glyn, Mills & Co. have all adopted 
Lombard Street signs as their crests, or have incorporated such 
signs in composite devices indeed. in the case of Barclays not one 
but two of the old signs have gone to make up the present emblem 
In addition, Lloyds Bank has adopted as its emblem one of thi 
Lombard Street signs, the Black Horse. Such of the remaining 
clearing banks as use a crest, however, have either been granted 
by the Heralds’ College a coat of arms specially designed for thei 
own use, or derive their emblem from historical sources outside 
Lombard Street. 





1694 


Bank of England 


1 July, 1r6g4, three days after the date of the original Charte1 
the Court of Directors of the Bank of England adopted a Common 


Seal which is still in use, “‘ being Britannia sitting and looking on a 
Bank of mony.’ Variations of this device subsequently appeared on 


bank notes and other documents, and so far as can be traced no other 
device has ever been used or displayed. In later times some authori 
ties, apparently unaware of the 1694 Minute, have expressed doubt 
whether the seated figure is really intended to represent Britannia 
since she is bare-headed and holds a spear instead of a trident, while 
the shield bears the cross of St. George alone instead of the Union 
flag of the time. These attributes are not really surprising, however 
in the light of the figure which was used on English coins at the end of 
the 17th century, to which the Bank of England figure closely 
corresponds. It may be surmised that the cross of St. Andrew was 
omitted from the shield because the new Institution was not also the 
Bank of Scotland. In course of time, the original ‘‘ Bank of mony ” 
has become transformed, either through a misunderstanding of the 
original conception or from the striving of successive engravers afte! 
symmetry, into a beehive. No doubt this transformation was assisted 
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by the traditional association of the beehive with industry. The 
device used on the present bank notes is that designed by Daniel 
Maclise, R.A. The medallion reproduced above is an early device 
which is now used on the title page of the Bank’s staff journal, ‘“‘ The 
Old Lady.”’ 





Barclays Bank 


The business of Barclays Bank was founded prior to 1694 and in 
that year its founder, John Freame, was established as a goldsmith in 
Lombard Street, at the sign of the “‘ Three Anchors.’’ In 1698 the 
firm was Freame and Gould, and they were occupying the same 
address. The emblem adopted by the present joint stock Bank as 
the principal feature of its coat of arms—the “‘ Black Spread Eagle ”’ 

was originally that of No. 56. In 1728, these premises were occu 
pied by Freame and Gould and the “ Black Spread Eagle ”’ continued 
to be the sign of the house at No. 56 until 1770, when all the houses 
were numbered and the quaint old signs removed. The name of 
Barclay was first associated with the business in 1736, when James 
Barclay, the son of David Barclay, of Cheapside, was taken into 
partnership by his brother-in-law, Joseph Freame, son of John 
Freame. The Bank now occupies a large irregular square bounded 
by Lombard Street (Nos. 42 to 58), George Yard, St. Michael’s 
Churchyard and Gracechurch Street (Nos. 17 to 23). 


The official blazon of the coat of arms is: ‘‘ Argent an Eagle 
displayed Sable charged on the body and on each wing with a Ducal 
coronet of the field.’”. The three crowns thus introduced constituted 
the sign that distinguished No. 43, at the east end of Lombard Street 
and on the north side, which now forms part of the Head Office 
premises of Barclays Bank, Limited, and is occupied by the Head 
Office of Barclays Bank (Dominion, Colonial and Overseas). As 
early as 1667, this house was described in a deed as “‘ a messuage 
knowne by the signe of the Three Crowns in the parish of 
Allhollowes, Lumbor Street.”’ . At one time the land appears to have 
belonged to King Edmund, whose Church, St. Edmund, King and 
Martyr, still stands in Lombard Street. 
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Westminster Bank 

The Westminster Bank was formed within the square mile and 
opened its doors on May 11, 1833, simultaneously at 38 Throgmorton 
Street and g Waterloo Place, Pall Mall, in Westminster. Three 
years later the head office was removed to 41 Lothbury, where it is 
still situated. The bank has not taken over one of the old signs of 
Lombard Street, but was granted its own coat of arms in 1928. 

The portcullis and the roses, familiar badges of Henry VII, are 
derived from the arms of the Royal City of Westminster. The wave, 
the common heraldic representation of water, has reference to the 
Thames as represented in the arms of the County of London. The 
allusion is a play on the names ‘“‘ London ’”’ and “ County ”’ in the 
bank’s former title. 





Lloyds Bank 

To the clearing banks which domicile in Lombard Street proper 
belongs also Lloyds Bank, at No. 71. Its cradle stood in 1865 at 
Birmingham. Twenty years later two London private banks, each 
of which had a distinguished history, were acquired: Bosanquet, 
Salt & Co., of No. 73, and Barnetts, Hoares, Hanbury & Co., of 
62 Lombard Street. The Black Horse, the sign of No. 62, was 
adopted as their emblem by Lloyds Bank. 

In Carolean times, this emblem stood over the door, later to be 
No. 53, of the goldsmith Humphrey Stocks, who appears in the 
earlie ‘st London directory as one of the “ keepers of running ¢ cashes. 

This Humphrey Stocks, or "Stokes ° as Pepys has it,” an official 
historian of the bank points out, ‘‘ must have carried on a business 
in the same thoroughfare prior to the Great Fire, for the Diarist 
records having watched people removing into ‘ Lumbard Street 
from ‘Canning Street’ during the burning of the City, and his 

‘little goldsmith Stokes receiving some friend’s goods, whose house 
itself was burned the day after.’ Stocks, who did a considerable 
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business with Pepys in the matter of discounting tallies, and looking 
after his private savings, seems to have been in business as a 
goldsmith in still earlier days in Paternoster Row. He may even 
then have been under the sign of the Black Horse, and have subse- 
quently brought it with him to the shop he afterwards occupied in 
Lombard Street, for though at first signs appertained only to their 
respective sites, it had become a growing practice among traders 
who removed elsewhere to carry their pictorial addresses with them 
in order to establish a continuity of connection in the minds of their 
customers.’’ On the death of Stocks, the sign of the Black Horse 
passed with his business to one John Bland, whose son removed it 
to where No. 62 now stands. Thence it passed in Victorian days 
to the present site of Llovds Bank head office. 





National Provincial 

The National Provincial Bank does not feature a crest on its 
premises but for some purposes uses as an emblem the Bishop's Gate, 
of which there is a sculptured representation over the entrance to 
the head office at the junction of Bishopsgate and Threadneedle 
Street. These premises, rebuilt and expanded in 1865, cover the 
site of the old Flower Pot Tavern immortalized by Lamb. The 
Bishop's Gate itself was probably one of the Roman gates and may 
derive its name from the liability of the Bishop of London in me ‘diaeval 
times to make the hinges of Bishopsgate, in return for which he was 
allowed to receive one stick from every cart laden with wood as it 
entered the gate. Rebuilt on more than one occasion down the 
centuries, the gate was not finally demolished until 1760. Its site is 
commemorated by a tablet surmounted by a mitre at the corner of 
Wormwood Street. 





Castes & Company 


Affiliated with the National Provincial is Coutts & Co., itself a 
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clearing bank. This bank, with a distinguished and _ particularly 
interesting history, was originally founded as Middleton and Campbel! 
and it was not until 1755 that the first Coutts became connected 
with the firm. In 1692, John Campbell, who was then the proprieto1 
of the business which developed into the present banking house, 
was at the sign of the Three Crowns in the Strand next door to 
the Globe Tavern, near where Craven Street at present stands. 
No. 59 Strand, to which the bank moved in 1737 was further east 
wards, and the present building, No. 440, occupied by Coutts & Co. 
since 1904, is on the site of the Lowther Arcade. The year 1692 
is the earliest date of which there is written evidence preserved in 
the bank, but the business itself is even older and the exact date 
of its foundation is not known. The device now in use on the 
cheques was copied from the seal on a’letter of John Campbell, 
dated 1711. The interlaced letters J.C. and J.C. reversed are, ol 
course, his initials. 

Incorporated in Coutts & Co., moreover, is Robarts, Lubbock 
& Co., whose premises, now Coutts & Co.'s City office, comprise 
15, 16 and 17 Lombard Street, Nos. 16 and 17 formerly being Lloyd’s 
Colttee House. 





Martins Bank 


Probably the most famous emblem in Lombard Street and one 
of the most noteworthy in the whole of London is The Grasshopper, 
the crest adopted by Martins Bank. The sign of The Grasshopper 
has swung above the bank since the time of Charles II, when the 


partners were Valentine Duncombe and Charles Duncombe, the — } 
latter becoming Lord Mayor in 1708. Amongst their apprentices 
were [Thomas Martin and Richard Stone, who in 1706 carried on the 
business under the name of Stone and Martin. In 1891 the firm, 


then operating under the name of Martin and Company, joined the 
ranks of the joint stock banks under the style of Martin’s Bank, 
Limited, and under the style of Martins Bank, Limited, it has again 
been known since 1928. Popular tradition states that as early as 
1461 a goldsmith named Matthew Shore, said to be the husband of 
the beautiful Jane Shore, carried on his trade at No. 68, but it 
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seems unlikely that it was then called The Grasshopper. A century 
later, in 1560, Sir Thomas Gresham, who carried on Queen Mary’s 
and Queen Elizabeth’s exchange business, with a branch house in 
Antwerp, had his London office here under the sign of The Grass- 
hopper, which was the Gresham crest. Tradition alleges that the 
grasshopper was taken as the family crest because the first Gresham 
was a foundling and had been discovered by the chirping of a grass- 
hopper. U nder this crest Gresham College was founded in 1579 for 
the delivery of lectures on law, divinity, ‘phy sic, rhetoric, geometry, 


anatomy and music. From The Grasshopper also sprang the 
project to end the street meetings of the merchants of London who 
‘more like pedlars than merchants . . . enduring all extremity of 


weather of standing in gateways and doorways ’”’ met twice daily 
in Lombard Street. They adjourned in 1568 to “ the Bourse,’ 
rg h two years later became the Royal Exchange, which building 

Thomas Gresham erected after the model of the Exchange at 
popes Queen [Elizabeth opened it in 1570. 

Beneath the Grasshopper in the crest is a Liver bird (or Cormorant) 
holding in the beak ‘‘a branch of Laver (or seaweed). The Liver 
has always been used as the emblem of Liverpool and is incorporated 
in the City Coat of Arms. It is quite a mythical bird and was 
supposed to haunt the estuary of the river. As the emblem of 
Liverpool, it is always shown with a piece of seaweed in its beak. 
fhere is an old tradition that the word Liverpool was derived from 
the Liver, which was said to have inhabited the pools of the river. 
lhis is disputed by other authorities who say that Liverpool is a 
corruption of the “‘ lower pool.’” Needless to say, the former is 
the more popular with Liverpool people. 





Glyn, Mills & Co. 


No. 67 Lombard Street (now 63-67) has been occupied since 
1826 by Glyn, Mills & Co. From the middle of the’ seventeenth 
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century onwards this house was styled The Anchor, and this is the 
emblem adopted by the bank. Previously as many as five inns did 
a roaring trade on the site now occupied by the present head office, 
under the signs of the Salutation, White Lion, Fouled Anchor, Kings 
Arms and black Bull. The emblems of the two last named are 
commemorated on the fagade of the new building which was opened 
in 1933, while the emblems of all five inns are reproduced on the 
floor of the banking hall. Among the banks which in the course 
of time were incorporated in Glyn, Mills & Co. is also a firm whose 
history can be traced back to 1559 and which from 1782 to 1923 
kept unchanged the same great name: Child & Co., « Temple Bar, 
now Fleet Street. According to tradition, the house was formerly 
a tavern, The Devil, and another inn, The Sugar Loaf and Lettuce, 
was rented and incorporated into the premises. Neither of these 
names, however, was considered suitable, and so Child & Co. took 
their emblem from a third neighbouring tavern and became respected, 
influential and wealthy under the sign of The Marygold. While it is 
difficult definitely to trace the beginnings of the house of Child & Co., 
there is evidence that it owes its origin to one William Wheeler, 
who was already established as a goldsmith in the year 1559. His 
son John subseque ntly moved to Fleet Street, and it is known that 
his descendants in the early part of the reign of Charles I were 
carrying on their business at The Marygold, once a tavern next to 
remple Bar. The business appears to have passed into the hands 
of the Child family in 1671 by the marriage of Elizabeth Wheeler, 
daughter of pape to Francis Child, the goldsmith, who became 
Lord Mayor of London in 1698 and was knighted in the following 
year. 





District Bank 
Ihe District Bank opened for business in 1829 at Manchester 
and Stockport, largely through the energy and enthusiasm of an 
Irishman of parts, Joseph Macardy. The original title adopted of 
District Union Banking Company was later in the same year altered 
to Manchestgr and Liverpool District Banking Company, and since 
1924 this has been abbreviated to District Bank, Ltd. In December, 
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1870, the bank was incorporated under the Companies Act, and it 
was then that it received from the Heralds’ College a grant of the 
arms shown above. The shield copies, to a certain extent, that of 
the Borough of Manchester, but it is silver instead of red, and has 
two bendlets gules instead of three golden ones. The crest is a ship 
sailing upon the se a, W hich may be taken as the emblem of commerce, 
while the motto ‘ Decus Prudentiae Merces”’ is perhaps appro- 
priately translated as ‘“‘ Honour, Wisdom’s Meed.” Round the 
shield is a bordure of azure, charged with bezants representing gold 
coins of Byzantium. This bordure is copied, with a change of 
tincture, from that of the famous ‘nineteenth-century banker, ‘Lord 
Overstone, who was a partner in a private bank taken over by the 
District Bank in 1863. Over all there is a chief sable, charged with 
a wheat-sheaf, emblem of agriculture, between two spindles, emblems 
of spinning and weaving, all three charges in gold, and significant 
of what the District Bank upholds and fosters. 





Williams Deacon’s 

The Manchester and Salford Bank, established in 1836, was 
incorporated under the Companies Act in 1870 and, with 
a view to commemorating the occasion, it adopted for its 
common seal a suitable emblematic design. The figure represented 
Justice, seated, holding scales in the right hand, and supporting 
a cornucopia with the left arm. The motto underneath was “ Respice 
et Prospice,”’ and this has been incorporated in the coat of arms 
of the present bank. The Manchester and Salford Bank was 
amalgamated with Messrs. Williams Deacon & Co. in 1890, and 
after the business of the Heywoods had been taken over, the bank 
received from the Heralds College a grant of the coat of arms shown 
above. 

The chief “ or’’ and “ gules”’ was adapted from the coat of 
arms of the Grelles, barons of Manchester in the olden times, reversing 
the tinctures; the wheat-sheaf on the azure shield represents 
Salford ; the torteux in the bordure “ argent "’ are from the Heywood 
arms, 
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Siadies al Bank 


The coat of arms shown above was first used on the earhest bank- 
notes of the National Bank and was probably adopted by Daniel 
O'Connell when founding the bank in 1835. It consists of an Irish 
harp in gold on a blue ground ; the crest is a turreted tower in gold 
with a hart springing from the portal, the supporters heing two 
wolfhounds. 


Bank Buildings of Merit 


Vil—Westminster Bank 
By Professor C. H. Reilly 


OOKING through the files of THE BANKER for the best West- 

minster branches during the last dozen years or so, one keeps 

returning to its three great banks in London, two in the City 
and one in Piccadilly. One returns to them not because they are 
in any sense in the contemporary manner. They are indeed echoes 
not only of other times but, in two of them, of other countries as 
well. The little neo-Georgian country branches of which _ the 
Westminster Bank has its share, and a very large if rather undis- 
tinguished one it is, are merely ec yh of a past age in this country 
when life was slow and placid, if not always content, and when 
there was little or no steel with whie h to bridge openings or uphold 
floors and when glass could only be obtained in small panes. In 
adopting this style, not only the Westminster Bank but all the 
banks have deliberately set back the architectural clock. No doubt 
they have done it from what they thought the best of motives, 
one of which was probably a praiseworthy desire to preserve the 
amenities and not to introduce into a quiet street anything new 
wr strange. but here are the greatest builders in the country with the 
greatest resources behind them who cannot or will not distinguish 
between good, quiet, modern work and bad, strident stuff. Instead 
of leading the way and showing the world how the new materials 
and mechanical inventions of our age could be welded into elegant 
and efficient buildings representing us as nobly as the Georgian 
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buildings represented the complete but restricted life of the eighteenth 
century, our banks, in their country and suburban architecture, are 
content with pretending that we are still living two centuries back. 

The Westminster Bank, however, in two of the three vreat 
London branches I have chosen to resurrect as their best buildings, 
went a little further afield for prototypes; they went abroad. 
It was still in the main copying and adapting, but it was copying 
and adapting something foreign. This is particularly true of their 
Threadneedle Street building by Arthur Davis, A.R.A. The facade 
to that street, fine and good and restrained as it is, is a deliberate 
adaptation ‘study’ no doubt the architect would call it—of 
the Massimi Palazzo in Rome by Peruzzi. If we are determined to 
have ‘as you were’ architecture, instead of ‘as we might be,’ 
it is right to take good examples. Such was the contemporary 
fame of the designer of the Massimi Palace—the most sensitive of the 
Koman Renaissance architects—that he was buried in the Pantheon 
with Raphael. It was said that the profiles of his mouldings, 
by the refining process through which he put them, reached Greek 
outlines although he had never seen Greek work. The palace itself 
was designed for two rich brothers who possessed a site in a narrow 
curved street. lor such a site the fagade of the palace is very wisely 
planned, for it has the chief interest where it can best be seen, 
that is, on the ground storey, the wall above having its stonework 
grooved to give apparent strength to its plain surface as seen from 
below. The detail, too, of its regularly spaced windows has been 
reduced in emphasis storey by storey till the main cornice is reached, 
which, overhanging the street where it can be well seen, is very 
richly treated. All this Mr. Davis reproduces. 

Mr. Davis’s ground floor is, however, not quite as pleasing as 
that of the Massimi Palace, because its interest has to be more 
spread out. In the Italian building there is one entrance in the 
centre, consisting of a range of four pairs of columns behind which 
is a loggia making an internal porch. These columns are echoed 
on either side by pairs of pilasters with windows in between. The 
columns and pilasters in pairs probably had some reference to the 
pair of Massimi brothers. In the Threadneedle Street bank there is 
the same small order of columns and pilasters running along the 
ground storey, but with a central entrance and one at either end, 
and the big bank windows between the pilasters, in this case single 
ones, overpower the latter in a way the smaller Roman ones do not. 
These entrances, too, are emphasized by breaks forward in the cornice 
which rather spoil its sweep. Threadneedle Street is neither so 
narrow nor so curved as the Corso Victor Emanuele was when the 
Massimi was built, and therefore more emphasis, especially in out 
less vivid climate, is perhaps desirable. In the same way, there has 
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been more emphasis given to the first and second storey windows, 
though this emphasis diminishes upwards, as in the Roman building, 
and practically disappears at the top storey. Here, then, is a clever 
adaptation of a Roman early sixteenth-century building for use by 
one of our leading banks as one of its principal offices in the twentieth 
century. Perhaps banking life has not so far altered from the life 
of Renaissance princes, and perhaps the new materials and inventions 
brought into use since then are not important. That is probably 
the bank’s view. It is not mine, but accepting that view, this front 
is what would be called a very scholarly piece of work. 

[ have no photograph or plan of the interior, but it is, I feel 
sure, from being in closer touch with actual requirements, a more 
real and therefore a more satisfactory part of the building, for 
everyone would agree Mr. Davis is one of the cleverest of our 
architects. We owe to him a number of fine buildings, like the 
Ritz Hotel, the Automobile Club, and the offices of the late Morning 
Post in the Strand, regrettably spoilt by subsequent owners. 
Mr. Davis was trained at the Beaux Arts in Paris and most of his 
buildings, especially when his French partner M. Mewes was alive, 
are based on French precedents, just as: the building we have been 
considering is based on an Italian one. If Mr. Davis had been 
building recently, I feel sure he would have moved with the times, 
had his banking clients allowed him to do so, towards a more 
contemporary manner. 

The Head Office building in Lothbury by the same architect, 
though still in the manner of the Italian High Renaissance, is a much 
more lively affair, perhaps because the configuration of its site and 
its position did not allow of so close a study of a particular Italian 
building. It is also on a curve, and I can remember how well the 
previous building by the great Cockerell took advantage of that. 
This building, with its long, well-emphasized horizontal lines, does so 
too, but it also takes notice of another street in Bartholomew Lane, 
which runs at right angles opposite part of the site. There the 
architect could raise his building free from ancient light difficulties 
and make a pavilion to be seen from a distance. This he has done 
most successfully, but whether the raised portion when seen from 
the side in the curving Lothbury is equally successful is not so certain. 
However, this building, to my mind, granting its Italian manner, 
is a very elegant, highly finished affair of which the City can be 
proud. The City clearly likes its buildings in this sort of dress 
and in even more ornate style. This one has no free standing stone 
columns doing nothing. That is clearly remiss by City standards. 
Instead, it has its long lean lines dressed in the finest Italian silks, 
with the occasional use of a rich piece of brocade, as round the 
main door. The back elevation to Angel Court is even leaner and 
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cleaner, and as a result more modern and workmanlike looking. The 
upshot of using these Italian Palace buildings, with their palace 
manners, as models is to give an air of indolence and ease, which 
| am sure is very far from the state of affairs inside, especially in 
the banking hall. These are, of course, in their interiors grand and 
spacious places where an ordinary chait or table looks the size of 
a footstool. One bay is illustrated, which, if part of a king’s palace, 
would be very much in keeping. The corner of the counter, however, 
on the left-hand side rather gives it away. But this bay, from the 
elegance of its proportions and the beauty of its modelling, would be 
a grand thing anywhere. 

The last of our three examples of fine Westminster Banks is 
Mr. Curtis Green’s Piccadilly Branch. Mr. Curtis Green is not only 
an K.A., but the most recent of the Royal Gold Medallists in Archi- 
tecture. Perhaps it is these distinctions, but I think rather it is 
his freer spirit, which permits him, while working within the classical 
formule, to use his elements, his box of Roman bricks, in a freer 
way. If I searched all the tomes I could not find a precedent for 
the combination of motives he has used here. Indeed, whether the 
ancients would consider they compose entirely satisfactorily is a 
question. Certainly the architect has here changed his order from 
the Doric to the lonic, and everyone knows, according to the rules 
of the game, the lonic is the lighter and more elegant order. Never- 
theless, the building looked at as a whole seems to have lost its head 
or at least its hat. After the massive piers at either corner and the 
strong arches below, both at the ground-floor level and at that of 
the fourth floor, there does not seem enough work for them to do 
when the building ends with these airy belvederes. 

If, however, one looks at the detail of this building as a whole, 
and especially the detail from the ground upwards to the band above 
the first-floor windows, one sees how pleasant and consistent it all is 
in its strong Doric manner. The next two storeys, up to what 
| suppose is the main cornice though it has no very great projection 
and so keeps within the idea of general massiveness the building 
seems to aim at, with the exception of the belvederes I have already 
mentioned —are, | suggest, a little confused. The box of bricks 
does not always seem to have produced the right article. | Perhaps 
it was one of these German boxes of bricks English children were 
afflicted with before the last war. The same kind of remark seems 
to apply to the columns under the roof. In their isolated positions 
they are too thin. Yet, in spite of these oddities, or perhaps even 
because of them, | feel this building has more life in it than most 
of the big bank buildings in the country. If this is still life, they are 
still death. 





